China's new prime minister 


PAGE 29 
The How America’s diplomacy failed 


B: C O n O m l S t ie, UI road-map 


PAGE 23 


4 ege o B B 
= ` Bailing out the airlines, again? 
MARCH 22ND-28TH 2003 www.economist.com PAGE 55 


= 


ae 
| 


- 


= 


Ix 


ia.... AS7.95lInc.G57) 4 UO TM , Korea... "m TE Are, Pakistan, NZ$9.00 Sri Lanka 
TK150 


Hong Kong. Macau, PEEL. T- R5150 Taiwan... ees 


B$9.50 = India. Wh © Malaysia... fiian» t6 Guinea. KIO Thailand... 
Mongolia. Steere terns EE 


.. US$4.50 In donesia x -Pesos140 


„Rp mes: 000 .. ea Y 
TEMERE AME OD E = v920(* tV876 | tne , 
67 7 apan, ) Nepal 5$9.50nc.65D nam 


ak 


Rs250 


mit 


Baht 140 


....US$4,50 


USS4.50 





Mode! in 

18 ct yellow gold 
Fluted bezel and domed crystal 
President bracelet 






Oyster Perpetual Day-Date 


Available in 18 ct yellow, pink or white gold with Oyster or President bracelet 
and in platinum with domed bezel and President bracelet. Waterproof to 100 metres. 


www.rolex.com 





ROLEX 


y 
: 
x 
E 
2 
= 
E 
E: 
E 
g 
; 
4 
f 
Š 
o 


It's not how many ideas you have. It's how many you make > 
happen. So whether it's your idea or Accenture's, we'll help you t 
turn innovation into results. See how at accenture.com accen ur 


* Consulting * Technology * Outsourcing * Alliances Innovation delivered. 





Contents 


On the cover 

Although some sort of 
victory will surely come, 
the challenges are 
daunting, both during the 
fighting and beyond: 
leader, page 11. The stakes 
for George Bush, page 33, 
and Tony Blair, pages 51 
and 54. Why American 
diplomacy failed, page 37 


Economist.com 


Global agenda: business and 
political analysis updated 
throughout the week 


Cities quide: our travel section 
www.economist.com/cities 


Country briefings: intelligence 
on 60 countries 
www.economist.com/countries 


E-mail: newsletters and Mobile 
Edition 
www.economist.com/email 
Research: search articles since 
1997, background briefings and 


Print edition: available online 
by 7pm London time each 
Thursday 
www.economist.com/print 


Volume 366 Number 8316 


First published in September 1843 

to take part in "a severe contest between 
intelligence, which presses forward, and 
an unworthy, timid ignorance obstructing 
our progress. " 


Editorial offices in London and also: 
Bangkok, Beijing, Berlin, Brussels, Cairo, 
Delhi, Edinburgh, Frankfurt, Hong Kong, 
Johannesburg, Los Angeles, Mexico, Moscow, 
New York, Paris, San Francisco, São Paulo 
Tokyo, Washington. 


IIT 
Economist 


8 The world this week 


Leaders 


War in Iraq 
What kind of victory? 


12 Weapons of mass 
destruction 
After Iraq 


13 Water 
Bogged down 


Poor-country debt relief 
Forgive debt, not theft 


14 Germany's reform 
package 
Make or break—or muddle 
and sludge? 


1 


m 


1 


w 


Letters 

On George Bush, Brazil, 
racial profiling, illegal 
drugs 


c 


1 


Special report 
20 War with Iraq 
A fight to the finish 
21 Turkey, Iraqi Kurds and 
Iran 
The battle for northern 
Iraq 
Iraqi refugees 
No welcome 
22 Inside Iraq 
Loyalties tested 
23 The Israeli-Palestinian 
road map 
Dusting it off, perhaps 
23 Shia Islam 
The martyrdom of Hussein 
24 Urban warfare 
The last battle 
25 The legal arguments 
Pro, con and muddled 
26 The United Nations 
Duct tape needed 


2 


m" 


Asia 
29 China 
Wen Jiabao takes over 
30 Pakistan's economy 
War hero 
30 India 
Government by computer 
31 East Timor 
Disappointments 
31 Democracy in Myanmar 
Deadlocked 
32 Cambodia 
Better this trial than 
none at all 


United States 


33 The president at war 
His father's shadow 


34 Where the troops come 
from 
Don't mess with Texans 


34 Budget wrangles 
Will the war redefine 
fiscal policy? 

35 The death penalty 
Needle paused 

36 Policing Los Angeles 
Don't mention the war 

37 Lexington 
The snags of 
multilateralism 


The Americas 
39 Argentina's presidential 
election 
Hard times, same old 
politics 
40 Brazil's economy 
Palocci's potion 
40 Cuba and the United 
States 
Crackdown 
42 Bolivia's democracy 
Rescued, for now 
El Salvador's election 
Guerrillas out of the mist 


N 


4 


Middle East and Africa 


43 Burundi's peace process 
On a knife edge 


44 South African corruption 
Mr four-by-four 


44 Central African Republic 
A popular coup 


Europe 
45 Germany's reforms 


A plan for economic revival 


46 Liechtenstein 
Democratic feudalism 


46 Finland's general election 
A rainbow could still shine 


4 


~“ 


Serbia after Djindjic 

A new man to finish 

the job? 

48 Russia and Chechnya 
Referendum and war 

49 Charlemagne 

France and Britain, from 

Suez to Baghdad 






Special report War A special 
seven-page section from 
pages 20-26, with reports on 
the commencement of war, 
the view from northern Iraq 
and Baghdad, refugees, the 
Israeli-Palestinian road map, 
Shia Islam, the risks of 
urban warfare, the legality 
of war, and the future of the 
United Nations 





China Wen Jiabao, China’s 
new prime minister, who was 
once a protégé of China’s 
disgraced reformist, Zhao 
Ziyang (above, with Mr Wen 


just behind), shows few 


signs of seeking to rock the 
boat, page 29 





Germany Gerhard Schróder's 
latest economic-reform 
proposals offer hope—if they 
are built on: leader, page 
14. Now the chancellor must 
get his hands dirty, page 45 


»* Contents continues overleaf 





6 Contents 





51 


52 


52 


53 


53 


54 


55 


56 


57 


57 


57 


58 


59 


59 


60 


60 


61 


65 


66 


66 


67 


68 


Britain 

The politics of war 
What turned it for Tony 
Northern Ireland 
Why’s Gerry at George’s 
party? 

Tabloid justice 

Bang to rights 
London’s congestion 
charge 

Ken Livingstone’s coup 
Property prices 
London falls first 


Bagehot 
Why Blair fears America 


Business 

America’s airlines 
The darkest hour 
Motor homes 

Easy riders 
Reconstructing Iraq 
Cheney's cronies? 
Procter & Gamble 
Mr Lafley’s makeover 
Canal Plus 

Minus 

Japan's keiretsu 
Coming apart? 
South African tourism 
The champions 


HealthSouth 


Another corporate scandal 


Corporate finance 
When to go private 


Roland Bird 
A remarkable colleague 


Face value 
Jean-Luc Lagardère, 
corporate musketeer 


Finance and economics 


Investment 


In search of those elusive 


returns 


Goldman Sachs 
$35m, and not a penny 
more 


Allianz 
Farewell, Fahrholz 


Northwestern Mutual 
Signs of life 


Water privatisation 
How to improve child 
health 


68 Hedge funds in Japan 
Growth industry 

69 Myanmar's banks 
Kyatastrophe 

70 Byinvitation 
Risk management for the 
masses, by Robert Shiller 


Science and technology 


72 Refrigeration 
Some cool ideas 


73 Medicine 
The shock of the new 

73 Pest control 
Exterminate, exterminate 


74 Psychology 
Who shot the president? 


Books and arts 
75 The American military 
Five proconsuls 


76 America and Europe 
The widening Atlantic 


76 Leo Hindery's 
dealmaking 
How to stack the decks 


77 History on television 
Boys on the box 


77 French political memoirs 
Roland Dumas 


78 Art Deco at the V&A 
What a swell party it was 


Obituary 
79 William Sunderman 
America's oldest worker 


96 Economic and financial 


indicators 

Statistics on 15 developed 
countries, plus closer 
looks at productivity, and 
stockmarkets 


98 Emerging-market 
indicators 
Statistics on 25 emerging 
economies, plus a closer 
look at women in 
parliament 


: : The Economist March 22nd 2003 





An Economist Group business — 


ORG IDDID emere RPSL M UN 


i Ee EET E en Ea i o rénme nva Dust i ar 










: Telephone 
; Facsimile 
; Address 


Ibo wR re t4 ATAPRREFATAXCAHATAMAHAERRVATAT A936 44VA40 H HERDED REDEES 


| Ienclose payment of ..... secas i 
5 (payable to The Economist Newspaper tidi ; 


3 The Economist Newspaper Lid collects and processes personat 


formation far the purposes of customer anelysis, market research and; 
grovide you with details of £conamist Grocp arodocta and services, : 
g £congmist Groa is a qithüi business and stegs have beer taken to. i 
ayre that consistently high standards of data protection ane in glace | 


© throughout aur regional offices, 


G not wish to receive postal, fax. teleghane oc emi 
ave tication from: 

The fzonomist Newspaper itg 

Other Econqmist Group companies 

Exturrial Companies selactad by us 





$: 2003 The (cangmist Newspaper Limited, All rights reserved, Neither this publication nor any part of it may he rearoduced, stored in a retrieval system, or transmitted in aty form or by any means, electronic, mechanical, photocopying. recording ar otherwise, without the prior 
permission of The Economist Newspaper Limited, Published every week, except fora year-end double issue, by The Economist Newspaper Limited, The Ccanomist is a registered trademark of The Economist Newspaper Limited, Printed in Singapore by Times Printers Pte. Lid. 


Publisher: The Economist Newspaper Limited 
MALTA. (8) So. :56/08/2002 PPS 67/11/02 


The fluidity of our approach creates solidity around the world. 


At CEMEX, we do far more than produce, sell and distribute cement. We provide 
our customers with the best means to complete their construction projects 
around the globe. By combining our operational efficiency, industry-leading 
information technology and knowledge of local markets, we're able not only to meet 
changing customer needs—but to anticipate them as well. Which is why our 
products and services continue to be the choice of builders worldwide, whether the 

CX project is a single-family home or a landmark bridge. When your 
business approach is fluid, your customer relationships remain solid. 
NYSE To learn more about us, visit WWW.cemex.com. 


Mk Tit 26 


Building | 





d The world this week 


Politics 





The American-led war 
against Iraq began with mis- 
sile attacks on the Iraqi leader- 
ship in Baghdad. This 
followed the expiry of an 
American ultimatum giving 
Saddam Hussein and his sons 
48 hours to leave the country. 
The deadline was imposed by 
President George Bush, and 
the prime ministers of Britain 
and Spain, after diplomatic ef- 
forts to force Saddam to dis- 
arm and a second United 
Nations resolution authoris- 
ing war appeared doomed. 


In a speech announcing the 
start of war, Mr Bush said the 
war's aim was “to disarm Iraq, 
to free its people and to de- 
fend the world from grave 
danger". He claimed that more 
than 35 countries were giving 
America "crucial support". 


The UN withdrew its weap- 
ons inspectors from Iraq. Do- 
minique de Villepin, France's 
foreign minister, rejected the 
claim of America and Britain 
that his country's threatened 
veto had brought diplomacy 
to an end. He said that the 
Americans were looking for 
"scapegoats". And he pre- 
dicted that the war would pro- 
voke increased terrorism. 


Turkey's government pre- 
pared a motion for a reluctant 
parliament to allow American 
planes to use Turkish airspace 
to attack Iraq. Parliament re- 
cently barred American troops 
from using the country as à 
launch-pad for a second front 
against Iraq; America with- 
drew a $6 billion aid package. 
Turkey's plans to send forces 
into northern Iraq met a hos- 
tile reaction from Kurds in the 
region. 


Tony Blair, Britain's prime 
minister, suffered the resigna- 
tion of three ministers in prot- 
est at his decision to go to war 
without a second UN resolu- 
tion. He won the backing of 
the House of Commons for 
military action although 139 
Labour MPs voted against the 
government in support of an 
anti-war motion. 


Nature not oil 

George Bush's plan to boost 
America's independent en- 
ergy supplies suffered a big 
blow. The Senate voted 
against a proposal to allow 
drilling for oil in Alaska's Arc- 
tic National Wildlife Reserve. 


A UN survey found that 
Colombia's output of coca 
(from which cocaine is made) 
has fallen sharply, thanks to a 
huge American-backed pro- 
gramme of aerial spraying 
with herbicide. The UN says 
that in December 2002, land 
under coca had fallen by 30% 
in 12 months. This was double 
the fall reported by the United 
States in a separate survey re- 
leased last month. 


Politicians in Brazil com- 
plained that their country 
risked going the way of Co- 
lombia after a judge in nor- 
mally tranquil upstate Sào 
Paulo was murdered by un- 
known gunmen. The judge 
was responsible for a prison to 
which the country's top drug- 
trafficker was transferred last 
month. 


Cuba's communist govern- 
ment arrested more than 20 
dissidents and restricted the 
movements of American dip- 
lomats. The arrests came after 
James Cason, the top Ameri- 
can diplomat on the island, 
had invited dissidents to 
meetings at his home. 


Freeing Germany's economy 
Germany's chancellor, Ger- 
hard Schróder, unveiled a 
package of reforms that in- 
cluded proposals to cut unem- 
ployment benefit, loosen job 
protection, squeeze non-wage 
costs and help small compa- 
nies. He also promised to re- 
form pensions and health 
care. The trade unions 


shouted foul. Too timid, said 
many on the right. 


After the assassination of Ser- 
bia's prime minister, Zoran 
Djindjic, hundreds of people 
suspected of links to organ- 
ised crime were rounded up 
for questioning, though no 
one has been charged with 
the murder. A colleague of 
Djindjic, Zoran Zivkovic, was 
nominated to lead the govern- 
ment in his stead. 


Finland's mainly rural Centre 
Party, led by Anneli Jaatteen- 
maki, won most seats in a gen- 
eral election, just edging out 
the Social Democrats, led by 
the current prime minister, 
Paavo Lipponen. If Ms Jaat- 
teenmaki, a 48-year-old law- 
yer, manages to forma 
coalition government, she 
would be Finland's first 
woman prime minister. 


The biggest corruption trial in 
French history opened in 
Paris, with 37 defendants ac- 
cused of milking Elf Aqui- 
taine, a former state-owned oil 
company, of more than 
$200m during the 1980s and 
early 19905. 


In a referendum in Liechten- 
stein (population 33,000), the 
people voted to give their 
reigning prince, Hans-Adam II, 
more power, including the 
right to dismiss any govern- 
ment he deems incompetent. 
This, say some egalitarians, 
could lead to the principality's 
expulsion from the Council of 
Europe, which requires its 
members to be democracies. 


Judging the past 

The UN and the Cambodian 
government agreed on ar- 
rangements for Khmer Rouge 
leaders to be tried for crimes 
when they ruled Cambodia 
in 1975-79. 


Zhu Rongji stepped down as 
prime minister of China after 
leading the country through a 
number of economic reforms 
and was succeeded by his 
deputy, Wen Jiabao, a geolo- 
gist by training. 


Paulo Sergio Pinheiro, a UN 
human-rights envoy, said po- 
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litical change was slowly oc- 
curring in Myanmar and that 
“The policy option should be 
engagement, not isolation." 
The pro-democracy opposi- 
tion said that Mr Pinheiro had 
no mandate to comment on 
political matters. 


Italian and American bases in 
eastern Afghanistan, close to 
the Pakistan border, came un- 
der rocket and machinegun at- 
tack from suspected Taliban 
and al-Qaeda forces. On 
March 20th, coalition troops 
launched an offensive near 
Kandahar. 





* 
Scientists in Hong Kong were 
reported to have identified the 
virus responsible for a form of 
pneumonia said by the World 
Health Organisation to be a 
“worldwide health threat". Of 
the 257 people falling ill from 
the virus, 150 are in Hong 
Kong. Fourteen people have 
died. 


CAR trouble 

A coup in the Central African 
Republic toppled president 
Ange-Félix Patassé, who had 
survived seven previous at- 
tempts. The African Union 
condemned it. 


Tony Yengeni, a former chief 
whip for South Africa's ruling 
party, the African National 
Congress, was sentenced to 
four years in jail for fraud. 


A general strike in Zimbabwe, 
in protest at Robert Mugabe's 
insistence that he is still presi- 
dent, turned to violence. Over 
60 people were arrested. The 
Commonwealth extended 
Zimbabwe's suspension. 


In Nigeria, troops clashed 
with ethnic militiamen near 
the oil town of Warri; at least 
seven people died. 
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Business 





The price of oil fell sharply, 

stockmarkets perked up after 

. weeks of gloom and the dollar 
rose to a two-month high 
against the euro as the war 
against Iraq started. 


Crumbling Allianz 
Allianz added to the gloom of 
Europe's insurers by announc- 
ing losses of €1.2 billion ($1.1 
billion) in 2002. The German 
giant's woes were com- 
pounded by further losses at 
: Dresdner Bank. Allianz tried 
-to revive its overpriced and 
-underperforming acquisition 
by removing Bernd Fahrholz 
from Dresdner's top spot. 


- Assicurazioni Generali, Eu- 
''rope's fourth largest insurer, 
lost €754m ($711m) in 2002 
after the Italian company was 
forced to write off €4 billion 
"from the value of investments. 


Four bankers, formerly with 
Merrill Lynch, were charged 
for their part in a fraud that al- 
owed Enron to disguise the 
true state of its finances. 
. America's Securities and Ex- 
change Commission ap- 
proved an $80m settlement 
with the investment bank 
. over the fraud at the fallen en- 
-ergy trader. Merrill Lynch nei- 
ther admitted nor denied 

culpability. 


The Securities and Exchange 
Commission charged Health- 
South, a big healthcare com- 
pany, and its boss, Richard 
Scrushy, with fraudulently in- 
flating earnings by at least $1.4 
billion since 1999. The charges 
are the first brought against ex- 
'ecutives under new legislation 
that penalises bosses who 

sely certify the accuracy of 
mpany accounts. 


‘The Economist March 22nd 2003 


War in the air 

Airlines may be early war 
casualties. United Airlines 
admitted that it might go bust: 
international bookings fell 
40% last week. Continental 
said that it would cut 1,200 
jobs by the end of the year. 


Ryanair, an Irish no-frills car- 
rier, intends to renegotiate the 
€23.9m ($25.3m) it agreed to 
pay for a rival, Buzz, after un- 
covering the extent of its 
losses. It pushed on plans to 
sack most of Buzz’s staff and 
close some routes. 


EasyJet, a British competitor 
to Ryanair, pulled out of a deal 
to buy Deutsche BA, a loss- 
making subsidiary of British 
Airways. It blamed Germany's 
onerous labour laws and 
Lufthansa, which has cut 
prices on short-haul routes to 
win back business. 


Green light? 

Britain's competition authori- 
ties will examine four rival 
bidders for Safeway, the coun- 
try's fourth largest supermar- 
ket chain. The four include 
Asda, owned by Wal-Mart, 
and-unexpectedly-Wm 


Morrison. This clears the way - 


for an offer from Philip Green, 
a controversial corporate 
raider, but other bidders may 
emerge. 


HIS COULP 
TAKE A WHILE 


Royal Dutch/Shell followed 
BP'slead and wound down its 
operations in the North Sea. 
The oil giant said that it would 
boost profitability by cutting 
staff by 20% on ageing rigs. Oil 
companies are shifting re- 
sources to exploit more attrac- 
tive returns from the world's 
newer oil-production areas. 


John Hargreaves, founder, 
chairman and majority share- 
holder of Matalan, stripped 
the British budget-clothing 
company of its second chief 
executive in under two years. 
A disagreement over style not 
strategy, said the company. In- 
vestors' patience wore thin; 
Matalan's shares tumbled. 


Marconi, once on the brink of 
bankruptcy, unveiled an un- 
usual incentive scheme. The 
managers who have engi- 
neered its tentative recovery 
will get a 12% stake in the Brit- 
ish telecoms firm if the good 
work continues. Laudably, the 
deal includes a provision that 
the current chief executive 
will not receive the customary 
handsome pay-off if he fails. 


Headline news 

Rumours of Procter & Gam- 
ble's interest in Wella proved 
well-founded. The acquisition 
by the American consumer- 
goods giant seemed cut and 
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dried after it agreed to pay 
€6.5 billion ($6.9 billion) for 
the German hair-care firm. 


Bayer won the first court case 
brought against Baycol, an 
anti-cholesterol drug that was 
linked to over 100 deaths 
worldwide. A Texan court 
ruled against a claim for 
$560m of damages. The Ger- 


man firm has paid out $150m ms i 
in out-of-court settlementsto — 
some 500 people so far. Meam 


while, Smith & Nephew, a 

British maker of health-care `. 
products, agreed to buy Cen- 
terpulse, a Swiss rival, for £15. 
billion ($2.3 billion). ur 


America’s Department of Jus- — — 
tice is to pursue a lawsuit = . 


against big tobacco compa- 


nies for $289 billion, alleginga 


50-year conspiracy against 
smokers. The Bush adminis- 
tration was expected to be le- 


nient to the tobacco giantsand — - 


drop the lawsuit. 


Kirch Media, forced into 
bankruptcy last April, finally 


found a buyer for ProSeiben-  . 
Sat.1, its German television as- _ 


sets. Haim Saban, an Amer 


ican children’s-rv mogul, paid —- 


a sum rumoured at around €2 - 
billion ($2.1 billion). 

Other economic data and news i : 
can be found on pages 96-98 
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What kind of victory? 


The challenges are daunting, both during the fighting and beyond 


O NOW it is war. And, de- 

spite all the hesitations and 
divisions, such is the imbalance 
of military power that victory is 
== certain. That is to say, America 
Š and Britain will certainly be 
able to occupy Iraq, destroy its 
army, dismantle its stocks of 
mass- killing weapons and remove the regime of Saddam Hus- 
sein. But there is a world of difference between victory and 
"victory". A true victory in this war will depend on many 
things going right, both in the course of the fighting and during 
whatis likely to be a lengthy aftermath. 

One imperative during the fighting must be to keep the kill- 
ing to a minimum. This means more than preventing Saddam 
Hussein from using chemical and biological weapons. The 
Americans and British must also be careful to keep their own 
killing to a minimum. That is a moral requirement of all wars, 
butin this one itis also a political imperative. This, after all, is a 
war of choice, not of self-defence, and it is being waged, in 
part, in order to "liberate" Iraqis from an odious dictator. After- 
wards, the gratitude of the liberated will depend very much 
on how many of their countrymen-not just civilians, but the 
regime's wretched conscripts as well—perish in the fighting. 
America's military superpowerdom is often equated with its 
ability to crush resistance with massive firepower. This time it 
should use its dazzling technology not just to sweep all before 
itbutto win as cleanly as possible. A bloodless victory is a mi- 
rage. But at its best, if Iraq's regime is as loathed as many say, 
this war might look less like a collision between nations and 
more like a coup carried out by foreign forces. 





Keep outsiders away from the war... 

Unfortunately, history is littered with examples of soldiers 
fighting bravely in defence of odious leaders. After more than 
30 years of secretive dictatorship, nobody can know how 
many Iraqi soldiers will be willing to make a stand. If the war 
is longer than envisaged, a second imperative for the Ameri- 
cans will be to prevent it from sucking in outsiders. Should 
Iraq fire missiles at Israel, as in 1991, the Americans need to dis- 
courage Israel from striking back pointlessly against a dying re- 
gime. They should also use all their influence to prevent a 
clash between Turkey and the Kurds of northern Iraq. 

Even a clean victory is liable to be followed by a messy 
peace, with disruptive consequences well beyond Iraq itself. 
The oft-heard claim that attacking Iraq will recruit hordes of 
new suicide bombers for Osama bin Laden is too simple: there 
is nothing so automatic about political emotions. But Israel's 
crushing of Arab armies in 1948 and 1967 shaped the thinking 
of whole generations of Arabs; and an American conquest of 
Baghdad, even if it were welcomed by Iraq's own citizens, has 
the potential to inflict an equivalent trauma. To guard against 
victory in the war against Mr Hussein turning into defeat in 
the war against terrorism, America will therefore need to take 
prompt remedial action the moment the war ends. 

In 1991, George Bush senior drew the sting of his victory in 


Kuwait by pushing Israel into a peace conference in Madrid. 
The younger Bush also promises an end to Israel's occupation 
of the West Bank and Gaza. For Tony Blair in particular, pro- 
mising “even-handedness” in Palestine has been a useful 
counter to domestic critics of his Iraq policy. But Palestineisno 
panacea. The conflict there has had next to nothing to do with 
the rise of Saddam and his wars with his neighbours. And al- 
though the Americans, the European Union, the Russians and 
the United Nations have drafted a “road map” to an indepen- 
dent Palestine, following the map will be arduous. It depends 
among other things on the Palestinians being willing to end 
their intifada and the Israelis being willing to unclench the 
iron fist they have clamped on the occupied territories in order 
to stop the suicide bombers. Even in the event of everything 
going to plan, the road map does not envisage an independent 
Palestine until the end of this year. But its borders, and proba- 
bly much else, will be “provisional” until 2005. 

In the meantime, America's standing in the region will de- 
pend at least as much on how it conducts its own military 
occupation-the occupation not of a sliver of Palestine with 
4m Arabs but of an Arab country of nearly 24m. America 
stresses its good intentions: Iraq's oil is to be put in trust for the 
benefit of Iraq's people; as in Afghanistan, there is to be repre- 
sentative government. But occupation is occupation. Keeping 
Iraq whole while making it free will be harder than it sounds. 

Mr Bush promises to respect Iraq's territorial integrity. This 
sounds very fine. Who are the western powers to invade and 
carve up independent Arab countries? Yet it raises the ques- 
tion of whether the people of Iraq have a common identity. 

One in five are Kurds, some of whom dream of indepen- 
dence. Because Kurdish nationalism scares those neighbours, 
especially the Turks, who have Kurdish minorities of their 
own, Iraq's Kurds say today that the limit of their ambition is 
autonomy in a federal Iraq. But what will they say tomorrow, 
when America, that famous believer in self-determination, is 
running the show? In the dozen years since the Gulf war, the 
Kurds of northern Iraq have enjoyed both autonomy and a 
measure of democracy in their northern haven. For “victory” 
to mean victory, the Americans will have somehow to bring 
the Kurds back under the ambit of Baghdad without making 
them feel any less free than they feel now. 


...and some of them from the peace as well 

Even an Iraq that remains whole will not necessarily be stable. 
A desire for revenge against an oppressive regime will deepen 
the country's already profound sectarian divisions. Building 
democracy on such foundations will take delicacy and pa- 
tience. Some of Iraq's neighbours see the attempt as a threat to 
the survival of their own autocratic regimes, and may con- 
clude that their interest lies in thwarting it. The spoilers could 
include nominal friends, such as Saudi Arabia, as well as re- 
gimes such as those in Iran and Syria that are hostile to Amer- 
ica. The Saudis will promote their Wahabi brand of Islamic ac- 
tivism among Iraq's Sunnis; Iran will counter both in 
Kurdistan and among the Shias of Baghdad and the south. In 
the 1970s and 1980s, the meddling of outsiders stirred poison » 





> into the sectarian wounds of tiny Lebanon, bringing chaos and 
then civil war. Without care, even under American occupation, 
something similar could occur on a bigger scale in Iraq. 

Simply to list the responsibilities that will face the Ameri- 
cans after this war is to be daunted by their complexity. Does 
this imply that going to war was a mistake? 

No. When people come to assess the war’s human and econ- 
omic cost, they need to remember how matters stood before it 
began. Will Muslim terrorists strike the West? They are doing so 
already. Will Iraq fly apart? It was not united beforehand: the 
Kurdish north had long ago split away, kept safe only by the 
American and British aircraft policing the northern no-fly zone. 
Will it be awash with refugees? Millions have already fled Sad- 
dam's regime; and now at least sanctions can end and they 
might return. Will it look unstable? Such stability as existed in 
Iraq was maintained only by a system of lethal repression. This 
was order of the kind that is imposed by the secret policeman's 


Weapons of mass destruction 


After Iraq 


midnight knock, the unexplained disappearance, the random 
execution of citizens who happen to say the wrong thing or 
have the misfortune to fall under suspicion for reasons they 
might never be told. By some accounts, Saddam's regime has 
killed more than 100,000 of its own citizens, excluding the 
many more killed in the course of wars he initiated. A very 
great deal would have to go wrong to make the lot of ordinary 
Iraqis after this war worse than it was before. 

And weapons of mass destruction? It is only honest as the 
bombs fall to remember that the principal reason for this war 
is not to liberate Iraq from its dictator—that will be a splendid 
bonus—butto remove the mortal threat such a man could have 
posed outside his borders with chemical, biological and nu- 
clear weapons. The war will surely remove that threat. But to 
complete the victory, America needs to ensure that the lesson 
of what happened to Iraq is learned by other would-be prolif- 
erators. That is the subject of the leader below. m 


It will be worth trying more peaceable ways to curb nasty weapons 


IGHT the first war fought 
to disarm an unsavoury 
regime of its weapons of mass 
destruction be successfully 
turned into the last? The mo- 
ment of an American-led mili- 
tary assault to strip Iraq of all 
x - nuclear, chemical or biological 
weapons, and the means to deliver them, is as good a moment 
as any to ponder whether there might in future be less costly 
ways of checking the spread of such weapons, not least in the 
Middle East, a region dangerously well stocked with them. 

Force has its risks. By using it against Saddam Hussein with- 
out formal UN blessing, charge the critics, George Bush will 
make future efforts to counter proliferation harder still. His 
strong-arming of Iraq and his hostile “axis of evil" rhetoric 
may drive those with nuclear ambitions—especially, North 
Korea and Iran—to speed their bomb-building. 

In reality, Mr Bush has done no more than point up how 
the Security Council has undermined its own authority over 
the years by failing to oblige Saddam to disarm as he should 
have done. And, whatever they may now do, neither Iran nor 
North Korea owes its recent big nuclear strides to anger at Mr 
Bush, but to technology and know-how acquired well before 
he came to office. A likelier spur to their weapons building was 
learning just how close Iraq had come to a bomb of its own be- 
fore the first Gulf war, without anyone knowing—and then re- 
alising that, even if they got caught, the Security Council 
lacked the courage of its own resolutions. 

Few would argue that military force is anything but the 
least bad of the options now left for dealing with Iraq (the 
worse one being to leave Mr Hussein armed and defiant). Yet 
its effect could be more beneficial than gloomsters expect. 
Stemming the spread of weapons of mass destruction de- 
pends on driving up costs to would-be proliferators, and driv- 
ing down benefits that acquiring such weapons is expected to 
bring. By taking on Iraq, America is demonstrating to other nu- 





clear wannabes how high the price of rule-breaking can be. 
Before that demonstration effect wears off, the Americans 
should take active steps to promote an idea, rehearsed in the 
past but never acted on: the exploration of a weapons-of- 
mass-destruction-free zone in the region. 


Mutually assuring diplomacy 

Pie in the sky? Many other ambitious diplomatic efforts 
would have to fall into place first, not least the prospect of a 
lasting peace between Israel and the Palestinians. And even 
the less adventurous first steps—confidence-building mea- 
sures to reduce the level of tension—would be far from easy. 
Yet the disarming of Iraq will change the balance of powerina 
way that could help others to disarm. 

For years ringed by populous enemies bent on its destruc- 
tion, and outnumbered in every sort of weapon but one-the 
nuclear sort—Israel has seen that nuclear edge steadily eroded 
by the spread of chemical-tipped missiles among its neigh- 
bours. In the 1990s, better relations with Jordan and Egypt, 
along with the collapse of the Soviet Union, chief armourer to 
the hardliners, started some Israelis wondering whether their 
security was best assured by unilateral action or regional arms 
control. Bombing Iraq’s nuclear reactor back in 1981, they 
noted, had delayed Saddam's bomb-building, not ended it- 
and a strike now against Iran's uranium-enrichment facilities 
might be no more decisive. Meanwhile, the disarming of Iraq 
removes one more of Israel's dangerously implacable foes. 

Any security regime worth pursuing, even an initially 
modest one, would have to rope in hostile Libya and Iran too. 
Both have nuclear ambitions, though Iran is the closer to re- 
alising them. Yet Iraq's weapons have posed more of a threat 
to Iran than Israel's, and will soon be gone. And the forcible 
means of their going will demonstrate to Iran, as much as any- 
one, the scale of the nuclear risks it now runs. 

Might it be too soon to be rethinking the security map of 
the Middle East? Far from it. That is, if next time the task is to be 
done peaceably. m 





Water 


Bogged down 
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Why the private sector should play a bigger role in water supply 


AST year’s Johannesburg 
summit set ambitious goals 
for water in poor countries: to 
reduce by half, by 2015, the 
numbers of people without ac- 
cess to clean water or adequate 
Sanitation. Since over a billion 
lack the first, and over 2 billion 
the second, this will be costly. At this week's third world water 
forum in Kyoto, Japan, a high-level report estimated that in- 
vestment in water would have to rise from today's $80 billion- 
odd a year to nearer $180 billion. Where to find the cash? 

Hard-pressed aid budgets cannot do it. So the bulk will 
have to be private. And here debate in Kyoto has been 
swamped in controversy. Many lobbyists fiercely resist the no- 
tion that private enterprise might improve poor countries' wa- 
ter supply. Water is too precious to be provided by the market, 
they argue. Privatisation pushes up water charges, does noth- 
ing for the poor and boosts profits of water barons. The activ- 
ists cite Cochabamba, Bolivia, where three years ago riots (re- 
sulting in one fatality) forced the cancellation of a contract for 
a consortium, in which America's Bechtel Corporation was 
the highest-profile investor, to supply water. 

Water is indeed special: people need it to stay alive, to grow 
crops and to keep clean, and dirty water spreads disease. As 
much as 95% of the world's water is publicly supplied, and 
most will remain so. But it is wrong to argue that there is no 
place for private finance or the marketplace in supplying wa- 
ter. It has been public utilities, not private companies, that 
have failed the poor. Too many are corrupt, inefficient and 
starved of investment. Half the water flowing through their 
decrepit pipes leaks. The subsidised water that gets through 





Poor-country debt relief 


Forgive debt, not theft 


goes mainly to the better-off; the poorest often have to pay 
private water carriers ten times as much. 

Privatising the provision of water need not mean higher 
charges-although charging provides money to improve sup- 
ply and an incentive to use water wisely. The worst combina- 
tion is a supplier that charges but fails to deliver reliably, as 
many public utilities do. Even when private companies charge 
full prices for water, that need not hurt the poor: they can be 
helped directly, eg, by vouchers. And indeed, private supply 
should not be left entirely to the market. Because local water 
supply is a natural monopoly, prices and quality need tough 
regulation. A public regulator may find it easier to take a tough 
line with a monopoly supplier, if the supplier is private. 


Let new ideas flow freely 

Plenty of successes stand against the tragic Cochabamba case, 
too. Abidjan has one of the few working municipal-water sys- 
tems in Africa, provided for years by a private company. In 
Chile, private water suppliers have raised charges to cover full 
costs, but poor people get water stamps to pay their bills; now 
95% of the population has clean water. In Argentina, a recent 
study concluded that, by raising quality and improving access, 
privatisation had reduced child mortality (see page 68). 

The doubters should remember that one rich country has 
depended on private water for centuries. It is not free-market 
America, but statist France. Indeed, the world's two biggest 
private water companies are French. Just as noteworthy is that 
those who hate water privatisation most come from rich coun- 
tries. Many poor countries positively welcome it: they worry 
more about getting water through the taps than whether it is 
public or private. As Deng Xiaoping once said: it doesn't mat- 
ter if a catis black or white, so long asit catches mice. m 


Lobbying groups are bullying companies in a misguided bid to help poor countries 
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fective letter-writing campaigns that a well run NGO can 
mount are usually aimed at affluent yuppies, just the kind of 
customer most firms are loth to lose. Such groups thus have as 
much duty as any company to use their power responsibly. 

In recent years, campaigning groups successfully per- 
suaded the rwr and World Bank to forgive some of the mas- 
sive debt owed by poor countries. Rightly: much of the money 


in their sights. For the highly ef- 


was never used for productive purposes; indeed plenty still 
sits in the Swiss bank accounts of third-world kleptocrats. Re- 
leasing poor countries from misused official loans is sensible, 
especially in return for economic and legal reforms that bene- 
fitthe poor. But now the NGOs have turned their sights to a dif- 
ferent sort of debt: corporate compensation claims for assets 
expropriated years ago. Here, they are doing harm, not good. 
This week, Jubilee Debt Campaign, a campaigning group 
that had previously brought together Bono, a rock star, and the 
pope to argue for forgiving foreign debts, scored what looked 
like another triumph. Its threat of a public-relations campaign 
against Big Food, the parent of Iceland, a British supermarket 
chain, persuaded the company to drop its claim against the 
government of Guyana for £12m ($19m) in compensation for 


sugar mills seized in the 1970s (and now worth around $1 bil- » 
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lion). Nestlé, under pressure from Oxfam, decided in January 
to give up its long-running claim against Ethiopia for assets 
seized by the country's 1970s Marxist dictatorship. 

It is easy to see why company bosses would rather drop a 
rightful claim than stand up to a campaigning group. Too of- 
ten, the NGOs pay little heed to the facts: Jubilee Debt Cam- 
paign's press release never mentioned that Guyana's "debt" 
was the result of nationalisation. Pressing a claim in interna- 
tional arbitration courts may give a company a symbolic vic- 
tory, butit may never recover a penny. It is cheaper to cave in. 

A victory for the poor? Sadly not. No wise company will 
readily invest fresh money in a country that fails to protect 


Germany's reform package 


property rights. That is a pity, since foreign direct investments, 
which poor countries desperately need, have been in decline 
of late. Instead of allowing NGOs to fight their cause, govern- 
ments of poor countries would do better to affirm their com- 
mitment to property rights and the rule of law, even by letting 
foreign companies return to manage and invest in their assets. 

The NGOs’ tactics suggest that they are more concerned 
about creeping capitalism than with the needs of the desper- 
ately poor. If they wish to do good, NGOs should begin by try- 
ing to encourage more, not fewer, investments in poor coun- 
tries That would truly be, to quote the mantra of one NGO, 
“Justice for the world’s poor.” m 


Make or break—or muddle and sludge? 


The German chancellor’s latest proposals offer hope-if they are built on 


ERALDED as his most im- 

portant offering since he 
undeservedly squeaked back 
into office last autumn, the 
economic-reform package un- 
veiled last week by Germany's 
battered chancellor, Gerhard 
Schröder, should-if boldly and 
fully implemented—push his country in the right direction 
(see page 45). Mr Schröder sounded at last like a man who truly 
acknowledges that his country is in deep trouble and that 
something drastic must be done. He may even realise that he 
may have to inflict the sort of drastic course of medication and 
even surgery that would make the patient scream in agony be- 
fore embarking on the road to complete recovery. But it is still 
not certain whether Mr Schróder, who has a patchy record in 
fulfilling promises and taking unpopular decisions, has the 
guts to do it. Much will depend, in the next six months or so, 
on his courage and skill in turning his proposals into sub- 
stance, and keeping up the momentum to build on them. 

That the patient is dangerously ill is no longer in doubt. 
Many of Mr Schróder's fellow Social Democrats still blame the 
lingering burden of Germany's reunification of its eastern and 
western parts and the global downturn for the bulk of their 
country's troubles. They still hope against hope that good 
health will return without the sort of butchery that is plainly 
needed, whatever the state of the rest of the world. But Ger- 
many has the slowest growth—a pathetic 0.2% last year—of the 
12 countries in the euro-zone. It has one of the highest unem- 
ployment rates—11.3%, or 4.7m people, by the latest unad- 
justed measure-in the rich world. The number of bankrupt- 
cies has broken all post-war records. The Mittelstand of mainly 
family owned small-to-medium-sized companies, long ad- 
mired as the backbone of Germany's economy, is in dire 
straits. Germany's stockmarket slump, over the past few years, 
has been spectacular even in comparison with elsewhere. 
Many of the country's biggest banks are floundering. 

Against this gloomy backdrop, the chancellor has taken 
some undoubtedly courageous steps. Most strikingly, and to 
the consternation of the trade unions, he has proposed 
swingeing cuts in the duration and amounts of unemploy- 
ment benefit that go beyond what was proposed last summer 





by Peter Hartz, a Volkswagen manager, whose government- 
appointed commission made a slew of recommendations in- 
tended to address some of the most patent failings of Ger- 
many's labour market. The chancellor has also suggested 
ways that would, in effect, weaken job-protection in small 
companies and encourage employers to hire new workers. He 
says he will encourage wage bargaining at company level 
rather than within the present suffocating straitjacket of na- 
tionwide deals. He also intends to break the closed shop for 
skilled craftsmen which makes services more expensive. 
Above all, he says he is determined to reduce the non-wage 
costs of labour, which now add 42% to employers’ wage bills. 
And he promises to tackle pensions and health care. 

All this, on the face of things, is splendid news. But the cav- 
eats are enormous. It would be unfair to say that Mr Schróder 
is merely tinkering. The trade unions' squeals suggest he is do- 
ing a lot more than that. But it is fair to say that the proposals 
mark only a start-and that much depends on whether Mr 
Schróder can build them into a coherent new strategy that 
plainly signals that Germany is moving away from the cosset- 
ing and consensual fudge of the past to a harder-edged society 
that can thrive in an unforgiving global market. 


He could go either way 

Many of the proposals could yet be tweaked in the wrong di- 
rection. Mr Schróder needs the co-operation of the opposition 
on the right, which controls the Bundesrat, Germany's upper 
house of parliament. In particular, he has refused to attack the 
fundamentals of job-protection legislation that make it so 
hard for employers to hire and fire as the business cycle goes 
up and down. Nor has he spelt out legislation to make wage 
bargaining more flexible. So far, his proposals to reduce non- 
wage costs would nibble at them, not bite out chunks. On 
health care and pensions, Mr Schröder has yet to present more 
than a blurry outline of promised plans to come. 

In sum, Mr Schróder's reforms are piecemeal. They could 
yet be watered down-or beefed up, as they would have to be 
if they are to give the German patient a chance of recovery. To 
date, and not just on economic matters, Mr Schróder's record 
suggests heis an artful opportunist who backs down when the 
going gets rough. Now is his chance to prove the doubters 
wrong. For Germany’s—and Europe’s—sake, hope he does. m 
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How high can a dragon fly? If the mythical creature in question is the Welsh 
Dragon, the sky’s the limit. 

More than 500 foreign-owned firms know that Wales is the perfect location 
for accessing Europe’s 400 million consumers. This flourishing entrepreneurial 
environment is a mere two-hour drive from London via the M4 motorway, with 
convenient rail, sea and air transport to mainland Europe and the world. But 
convenience is only part of the attraction. Along with a rich package of grants 
and subsidies, the Welsh Development Agency offers overseas investors free 
support, training and advice at every stage of business development. 

Available facilities range from high tech incubators to expansive industrial 
space, all linked by one of Europe's most extensive fiber-optic cable networks. 
A brand new high speed "fat pipe" data link —Europe’s largest — connects Wales 
to the US Eastern Seaboard. 

And the powerhouse Welsh economy is fueled by the motivated graduates 
of the University of Wales, the UK’s second largest university. 

If you're ready to soar to greater heights in Europe, join companies like Sony, 
Ford, and General Dynamics that already call Wales home. 

Contact the WDA today. 
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Divided on Bush 


SIR - You say that "Denounc- 
ing American 'unilateralism' 
may be easy on soft issues 
such as global warming, the 
International Criminal Court 
and so forth. On the hard is- 
sues, America remains the in- 
dispensable superpower" 
(“Taking on the world", March 
8th). It is precisely because the 
Bush administration has 
made it so "easy" for others to 
denounce America on soft is- 
sues that it is coming to such 
grief on the hard issues. This 
administration handles di- 
plomacy like a bull in a china 
shop. There are better ways— 
less abrasive, less arrogant, 
less unilateral—to reach the 
administration's foreign-pol- 
icy goals. Too bad that George 
Bush did not think about that 
when he started his term. 
DAVID ROSOFF 

Roswell, Georgia 


SIR - No one understood Mr 
Bush's campaign pledge to be 
a “uniter” as a renunciation or 
abandonment of positions he 
expressly and strongly es- 
poused (Lexington, March 
8th). Changing the tone meant 
treating the opposition with 
civility and seeking to address 
the issues on their merits, 
rather than by the demonisa- 
tion of opponents and dispar- 
agement of their alleged aims 
and motives, which character- 
ised “debate” during the previ- 
ous administration. 

As for foreign policy, Mr 
Bush has given clear reasons 
for decisions on issues such as 
the environment, anti-ballis- 
tic-missile treaties and Iraq's 
failure to comply with com- 
mitments that terminated the 
Gulf war. Those who dis- 
agreed with Mr Bush, rather 
than show the reasons to be 
baseless, false, or artificial, 
took their cue from his domes- 
tic opponents and responded 
with labels—unilateral, arro- 
gant, cowboy and imperialist, 
among others. SEE 
THOMAS MCGUIRE 
Bonners Ferry, Idaho 


SIR - Mr Bush has certainly 


A taken a stern line with oppos- 


- ing politicians both within . 
-. andoutside the Republican 





Party. His way of dealing with 
“the people”, however, has 
not taken on the “us v them” 
mentality typical of the Clin- 
ton years. Mr Bush seems to 
have a genuine feeling for the 


travails of folk, having himself 


fallen and risen again in his 
personal life. We know sym- 
pathy when we see it and pan- 
dering, too. Before calling him 
a divider, consider that people 
of goodwill may disagree and 
remain united. Many of Mr 
Bush's critics disagree through 
personal animus and knee- 
jerk responses not suggestive 
of cogent consideration. Who, 
then, divides? 

PATRICK HARRIS 

New Orleans 


Bravo Brazil 


SIR - Your survey of Brazil 
starts with a question which is 
as unanswerable as Professor 
Henry Higgins's exasperated 
query on why cannot a 
woman be more like man 
(February 22nd). Why is Brazil 
not rich like America? You 
could ask why cannot Spain 
be more like Germany? Or 
why cannot Luiz Inácio Lula 
da Silva (God forbid) be more 
like George Bush? Cultures 
and people differ, for better or 
for worse. 

Far from being a social and 
economic underachiever, Bra- 
zilis the only example of a 
success for western civilisa- 
tion in the tropics (look at the 
mess that Britain, France, Ger- 
many and Portugal made in 
Africa). Brazil was built in a 
hostile territory larger than 
Europe. For nearly a hundred 
years it was the fastest grow- 
ing economy in the world; the 
only constitutional monarchy 
in the Americas (while its 
neighbours changed vora- 
cious caudillos every other 
day); and the only military 
dictatorship which never had 
a dictator, changing its heads 


of state regularly every five 


years. It is the only democracy 


in the world where a man 
with Lula’s background could 


be elected cleanly without 
bringing chaos and disruption 
to society and the economy. 
ROBERTO ANDRADE 

Rio de Janeiro 


SIR - If the United States has a 
murder rate of 5 per 1,000 in- 
habitants and Brazil over 25 — 
that translates into roughly 
1.4m Americans and 4.5m Bra- 
zilians killed every year. My 
first reaction to this was to 
start looking for jobs some- 
where outside America. My 
second reaction was to check 
the figures, which turn out to 
be per 100,000 population. 
The streets are (relatively) safe 
again. 

MIKHAIL ZELDOVICH 

Washington, DC 


SIR - You say that Getulio Var- 
gas, a former Brazilian presi- 
dent, killed himself by putting 


a bullet through his own head. 


In fact, he shot himself in the 
chest. 

JORGE DE ROSA 

Rio de Janeiro 


SIR - Brazil's Portuguese colo- 
nial past is mentioned as an 
explanation for many of the 
country’s present-day pro- 
blems. After 181 years of Bra- 


: zilian independence, we 


Portuguese should at least be 
proud of being one of the lon- 
gestsurviving scapegoats in 
history. - 

NUNO GUEDES 

Lisbon 


Ugly profile 


SIR - lam shocked by your 
suggestion that racial profiling 
of Muslims since the Septem- 
ber 11th attacks is justified (“A 
question of freedom”, March 
8th). If there is anything that 
the 14th amendment is de- 
signed to prevent, it is the in- 
vidious use of racial 
classification. You find affir- 
mative action unconstitu- 


tional but think racial profiling - 


within the bounds of the 
same constitution. 

Some months ago, you 
said that Senator Trent Lott 
should step down from his po- 
sition as Senate majority 
leader after making racially in- 
sensitive remarks (“Beyond 
the pale", December 14th © 
2002). Now, race (or religion) 
is used as justification for the 
most invidious of government 
treatment--racial profiling. 
After Timothy McVeigh com- 


mitted his heinous act of ter- 
rorism in 1995, did you think 
that all white men aged be- 
tween 18 and 35 should be 
subjected to racial profiling? If 
the government actively en- 
gages in the racial profiling of 
Muslims, do you believe that 
this will weaken the claims of 
Islamic fundamentalists that 
America's war on terrorism is 
really a war on Islam? 

TARUN MEHTA 

Washington, DC 


A squeeze on business 


SIR - As I understand the An- 


. dean-balloon theory, squeez- 
ingthe balloon tightly merely 


forces drug production cur- 
tailed severely in one area to a 
place not being squeezed 
(“The balloon goes up”, March 
8th). The temporary eradica- 
tion of coca plants in Colom- 
bia merely increases the 
opportunity for Peru or Bo- 
livia to pick up the lost pro- 
duction. This is the balloon 
squeezer's nightmare. 
However, bear in mind 
that most balloon analogies 
end up with an enormous 
“nop”. That is certainly what 
is intended by those who es- 
pouse a biological solution to 
the problem. The mycoherbi- 
cide brigade will force An- 
deans into growing less 
noxious plants where drugs 
are now produced. Govern- 
ment discussion is already un- 
der way in America. 
WALTON COOK 
Boalsburg, Pennsylvania 


SIR - You say that the cocaine 
industry is enjoying rising 
prices and a 1096 boost in out- 


put per acre. John Walters, the 
- American drug tsar, is to be - 
commended for the way in 


which his efforts have made a 
big industry more productive 
and profitable. Who says that 
onerous regulation is bad for 

business? 


ALEX SMALL 
Goleta, California @ 
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Strategic Issues in the Rail Industry 


3 tegic Rail Authority was set up to provide leadership to the rail 

3 sure that Britain's railway is properly delivered. Our vision is 
Vere passengers and freight customers use rail as their mode of choice. 

are working closely with the rail industry to improve performance and 

:COritrol costs, so as to be able to make the case for rail effectively. 
















The SBA is recruiting to two posts in its Strategic Plan team, which produces 

the SRÁ's annual update of the railway industry's Strategic Plan. This team 
co-ordinates projections of future SRA and other public and private sector 
spending against a variety of project, planning and economic measures. 


Analyst — £30,000 - £45,000 


The rail industry faces key challenges to improve performance and control 
costs. You will analyse cost and revenue drivers for the rail industry, and 
identify how the SRA's strategy should respond. Clear, insightful analysis 
- and the ability to communicate its results convincingly ~ is fundamental 
to the SRA's role. You will deliver this by gathering reliable evidence and 
making well-argued projections. 


You will be highly numerate, of graduate calibre, ideally with post-graduate 
experience in a relevant field, such as transport, economics or finance. 
You should understand the strategic issues facing the rail sector and have 
some knowledge of related public policy areas. Skilled in economic and 
financial forecasting, you prioritise and work to deadlines effectively. 

Ref: 27533 


BRITAIN'S RAILWAY, PROPERLY DELIVERED 


Manager — £43,000 - £75,000 


You will identify and prioritise the SRÁ' strategic analysis needs, manag g 
the specification and delivery of analytic work to drive the devel opme 
our strategy and the Strategic Plan. | 








Experienced in forecasting, you will understand how to make cost and: 
revenue forecasting credible, and its limits. Highly numerate, of graduate 
calibre, ideally with post-graduate experience in a relevant field, you can 
communicate complex analysis effectively, to all kinds of audiences, to 
build consensus and guide decision-making. 


You are likely to have at least five years' experience in the public or private 
sector in which you will have honed financial modelling and analysis skills 
and developed an understanding of the strategic issues facing the rail 
sector and related public policy issues. You will be confident in the face 

of intense public, press and industry scrutiny of your work. Ref: 27534 


To apply for these posts, please send a CV and covering ietter, 
quoting the relevant reference number, to Lower Ground Floor, 
Response Management, Chancery House, | 
53-64 Chancery Lane, 

London WC2A 105, 


Applications must be 
received by 6pm, 17th AD 
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IDRC 3 


Intemational Development 
Reseach Centre 





IDRC has three positions to fill in its Social and Economic Equity Program Area. 


The Internationa: Development Research Centre (DRC) is one af the leading institutions in the world concerned with generating and applying new. < 
knowledge to meet the challenges of i nternatíonai devel opment. IDRC supports research in developing countries on key problem areas and builds 
international networks to share and apply this knowledge. IDRC is a Canadian Crown Corporation, headquartered in Ottawa, with Regional Offices. 
iocated in África, Asia and Latin America. 


dt à PhO or Po in a relevant social ore disc 


d 1 Fot more information on IDRC and the positions, please visit our website (http://www idrc.ca'careers) 







Senior Program Officer, Social and Economic Equity, 
Regional Office for South Asia, Delhi (Ref: ROS86) ($69,849 — $83,819) 


The Senior Program Officer will play a lead role in advancing IDRC's programs in the area of poverty analysis, with a particular focus on the. distributional im bon of public expenditure programs and other economic 

policies, S/he wil also be expected to contribute to IDRC nne in the fieid of peacebuilding and reconstruction (democratization, tuman security. political economy of peacebuilding), This position demands 

a detailed knowledge of social and economic trends and policy issues in the South Asian region, and a sensitivity to the importance of gender equity. s 

The successful candidate will have: 7 

* a PhD or equivalent in a relevant social sciences discipline + a minimum of five years related experience. including a background in research and research and - demonstra ü 
issues of poverly analysis and the distributional impacts of public expenditure: additional expertise in peacebuilding and post-contlict reconstruction is highly desirable « working expe 
preferably in South Asia « fluency in English. Familiarity with one or more Asian languages would be an asset. + an ability to work as a member of a multi-discipi maty wart Sen io comn 
of cultural settings. 







st and expertise ia | 
eveloping country, 
ectively in a variety. 


Senior Program Officer, Peacebuilding and Gender, —— 
Regional Office for the Middle East and North Africa, Cairo (Ref: ROM14) ($69,849 — $83.81. lc 
The Senior Program Officer will initiate, develop, evaluate and manage projects in the Middle East and North Africa, working as a member of the Centre's Peacebuilding arid Reconstruction IPBR) program initiative: E pe 
team, and as a member of the Gender Unit. This position requires a strong background in implementing and supervising applied interdisciplinary research and a commement to a collegial team working. environment. ? be 
The successtul candidate will have: z 














ipline « E: minimum of five years ol related scd bs dimi a ben Ade in research and research hohe ai * ae training andor experience’ in nx 
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country, preter. n the MENA region , snd in Eng ish se Fren ich: knowledge af Arabi wou dd be an asset «an abi ity to work as a member ol a Mieri pe and to communicate affect vel A 


variety of cultural settings. 
Senior Program Specialist, Governance, Equity and Health 
Ottawa (Ref: PRO58) ($73,938 — $92,479) 


The Senior Program Specialist wil work as part of a multidisci p inary team responsible for the management of the Centre's Governance, Equity and Health Program Initiative. S/he will also be expected: to contribu 

to IDRC programming in the field of poverty and economic policy. This position demands a strong background in issues of public health in developing countries. with an emphasis on health economics, healt 

administration or health policy and sysiems research. E 

The successiul candidate wil have: 

* à PhD or equivalent in à relevant discipline * a minimum of eight years experience, with a background in research and research management + demonstrated interest in issues of health policy. Knowledge of o 
areas of economic and social policy is an asset, as is familiarity with gender analysis + working experience in a developing country » fuency in English and French + an ability to work as à member. of am 
disciplinary team and to communicate effectively in a variety of cultural settings. 


Salary wil be commensurate with the incumbent's qualifications and experience. We offer a very competitive benefits package, and relocation assistance, if necessary, will also be provided. 


Resumés shouid be sent to Competition ROS86 or ROM14 or PROSS no later than April 11, 2003, by e-mail to: competitionsildre.ca. or by fax to (613) 238-7230. Mailled applications should be sent to: Human E 
Resources, IDRC, P.O. Box 8500, Ottawa, Ontario K1G 3H9. 


7d. (RC IS COMMITTED TO EMPLOYMENT EQUITY AND ENCOURAGES APPLICATIONS FROM QUALIFIED WOMEN, MEN, VISIBLE MINORITIES, ABORIGINAL PEOPLES AND PERSONS WITH DISABILITIES. Can ada 
thank a! appicants for their interest and will contact those candidates whose skills and experience best match ihe requirements of fhe position. i 


conomist March 22nd 2003 


* Executive Focus 


Regional Director West Africa 
£44,676 p.a. inc. L.W. e London 


Half the poorest 30 countries in the world are located in West Africa. Save 
the Children UK is strengthening its commitment to the region by creating 
a separate West Africa management team. We are now looking for a 
Regional Director to develop and focus our work to maximise our impact 
in realising child rights with and for the 100 million children in the region. 


Reporting to the Director of International Operations and a member of 
the Corporate Senior management team, you will be active in developing 
the work of the department and the organisation. You'll make a major 
contribution to ensuring the achievement of our regional and global 
advocacy objectives, informed and guided by our practical experience. 
Experienced in developing personal external networks and with excellent 
influencing and negotiation skills, you will be responsible for building our 
profile and reputation in the region and for establishing close links with 
key donors and decision makers. 

You should have at least five years' experience of managing and 
developing a large team of international professional staff. Strategic 
planning experience and an understanding of the major trends in 
international development are essential as is experience of managing 
large income and expenditure budgets. 

For more information about our work and to download an application 
form, please go to www.savethechildren.org.uk/vacancies Alternatively 
send a postcard to Janet Wright, Save the Children, 17 Grove Lane, 
London SES 8RD quoting ref: PR4. 

Closing date for receipt of completed applications: Thursday 17th 
April 2003. 

Recruitment and selection procedures and checks reflect our 
commitment to the protection of children from abuse. 


Save the Children aims to be an equal opportunities employer. 


Save the Children 


L 


With a world of development Put your ideas and e 


experience, we're on the 





FUBOPTAN UNION 


Energy Regulatory Expert 


Kosovo 


The European Union Pillar (EU Pillar) of the United Nations Mission in Kosovo ts the primary 
agent for economic change and restructuring in the Province. Within the EU Pillar the Central 
Regulatory Unit among other functions has been tasked with the formal establishment and 
development of the Energy Regulatory Office (ERO) 


The tasks of the Energy Office include the responsibility to create the necessary regulatory 
framework for electricity market liberalization and cross border trade, and also to harmonize 
it with relevant EU energy directives, 


The Advisor to the Head of Energy Regulatory Office will be responsible to support the Head 
of the office in work concerning the development of a regulatory and institutional framework 
for the creation of an independent regulatory authority, as well as work on policies and 
strategies for the operation of the ERO. He/she will also be tasked with the development of 
the skills of the local staff in the view of transferring the functions to the local authorities 


The selection criteria and background for the position are: 


Relevant advanced academic qualification in the respective professional area 
Self-starters motivated to excellence and wanting to contribute to the task of fostering 
peace and economic development 

Excellent speaking and writing ability in English. Expenence of working in Central and 
Eastern Europe or in the Balkans is essential 

Prior international experience, enabling candidates to provide the knowledge frameworks 
and transitional modalities in the respective job areas 

Strong managerial and communication skills. Energetic, culturally sensitive and 
politically astute team player. Proven ability to operate independently and effectively 
with minimum support facilities 


An internationally competitive compensation package, inclusive of local living 
conditions allowance, is offered for the post. 


CV and cover letter in English are to be submitted to eupillar-recruitment @eumik.org 
Closing date for applications is April 6, 2003. Applicants must be nationals of a EU member 
state or CARDS (PHARE, OBNOVA) countries. Nationals of candidate countries for accession 
to EU arc also eligible. Only candidates selected for interview will be contacted. The UNMIK 
EU Pillar is an equal opportunity employer and encourages application from female candidates 


Detailed job description and selection criteria for the vacancy are found at 
www.euinkosovo.org 


www.undp.org/jobs 


xpertise to work. 


At the United Nations Millennium Summit, the world's leaders pledged to cut poverty in half by 2015. 


ground in 166 countries, To support progress toward that goal, the UN's development organization, UNDP, uses its global network to 
connect countries to expertise and resources from around the globe. Our wide range of partners includes 


making a difference — governments, civil society, the private sector and other multilateral organizations. Now we are recruiting to 


where it counts, We want 


augment our own team of expert practitioners — individuals who can seek out, develop and promote innovative 


solutions to long-standing problems. People who can communicate across cultures and all strata of society. 


vou to work with us. People who have practical experience in one or more of the following arcas: 


Democratic Governance ( Afghanistan, Viet Nam and various other locations) 
Crisis Prevention and Recovery ( Various locations) 


Poverty Reduction (Tanzania, Viet Nam and various other locations) 


HIV/AIDS ( Various locations) 


Information and Communications Technology (New York and various other locations) 


In addition, we have career tracks and project opportunities for people with outstanding management skills. 


For more information and to apply, please visit our Web site at www.undp.org/jobs. 


We especially encourage women to apply and value geographical diversity in our workforce. 
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Executive Focus 


SHH eR Garr hg Carpe aan aN 


_ Senior International Business Professionals 














Booz Allen Hamilton combines strategy with technology 
and insight with action, working with clients to deliver 
results today that endure tomorrow. 


We Seek seasoned international development professionals 
to meet the rapidly expanding demand for our services in: 


# Trade- WTO compliance, commercia! diplomacy, trade 
facilitation, customs reform, valuation, risk management, 
automation and border security 


& Legal - judicial and public sector modernization 

® Privatization - public enterprise transformation 

8 Financial Services - financial banking sector development 
and regulatory and non-banking pension/ insurance 

8 Macroeconomics - policy, national accounts, and 
statistical systems 

u Private Sector Development - regional and national level 
competitiveness strategies 


8 infrastructure and Municipal Development - telecommunications, 
utilities, and transport 


Minimum qualifications include 5-10 years relevant 
professional experience, one or more advanced degrees 
(MA, MBA, JD, PhD), fluency in English plus another 
language, and developing world experience. 


Please visit www.boozallen.com to create your personal 
skills and experience profile and submit your resume with 
a valid email address to our candidate database. Please 
reference Source AD ID 3040. We are proud of our diverse 
work environment, EOE, M/F/V/D. 


Booz | Allen | Hamilton 





strategy and technology consultants to the world 
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EUROPEAN CENTRAL BANK | 





The European Central Bank (ECB), established in Frankfurt am Main oi | 
1998, is seeking to fill the vacancy detailed below in the EU Countrie: 
the Directorate Economic Developments of the Directorate General É 








The ECB has its own terms and conditions of employment, includ 






salary structure, retirement, t plas, s hates insurance and relocation benefits, 






main. Pod cof this Unit isto c nit ij the ] ECB s assessment: of 
situation and outlook for the eure area, by forecasting, monitoring a 
macroeconomic developments in the euro area countries. In addition, th 
undertakes macroeconomic studies from a cross-country perspective. 


The position would entail the following tasks: 
* forecasting, monitoring and analysing macroeconomic developments in cura: 
area countries, with a particular focus on Italy; 
* participating in the Macroeconomic Projection Exercises; 
* studying macroeconomic issues across the euro area countries; and | bv 
* contributing to the further improvement of the Unit's analytical framework. 3 Ba a 








The successful candidate will also be involved in preparing briefing. materia on - pue 
policy-related issues for the members of the Executive Board and the Governing ms 
Council of the ECB and for senior managers attending meetings at European and — 
international fora. His/her work may also contribute to publications of the EGB: po 
The position requires teamwork and close co-operation with other divisions within F : 
the Directorate General Economics and with the Directorate General Research of 
the ECB. it also involves contacts with national central banks and. national statis fee 
tical institutes in the euro area. 


Qualifications and experience E 
* Advanced university degree in economics and a sound acadetni ic 
applied economics, or a proven ability to perform the: tasks coni eu 
with such a formal academic qualification. A Ph.D. and a publication te d.i 
applied economics would be assets. u M d 
* Work experience in macroeconomic analysis and forecasting, in assessing | BUD a 
the economic outlook of euro area countries, as well as in preparing briefing | 
material oti macroeconomic developments and policies: E novisges of the - 
Italian economy would be an advantage. un Gp 
* Sound knowledge of statistical and econometric techniques for analytical aid: p 13 
forecasting purposes, Experience in applying quantitative techniques to indiviz | 
dual and cross-country analyses would be an advantage. ; 
* The ability to identify and address policy issues and eaves analytical fins 
dings in non-technical terms. T 
* Excellent command of English with d tà draft very. ST unde 3 
deadlines. A working know ledge of at least one other official Community 
guage, preferably Italian, is also required. | 
























Applications 

Applications should be submitted in English and include < 
curriculum vitae and a recent photograph together with referene: ; 
required experience and skills. They should be addressed, quoting. the 
number, to the Eurepean Central Bank, Recruitment and Staff Developme 
Division, Postfach 16 03 19, 60066 Frankfurt am Main, Germany. and should 
reach the ECB no later than 11 April 2003. The deadline will be strictly adhered 
to. l : 
Candidates must be nationals of a Member State of the European Union or of one 
of the following EU acceding countries: Cyprus, the Czech Regie d Enti 
Hungary, Latvia, Lithuania, Malta, Poland, Slovenia, Slovakia. 





Applications will be treated in the strictest confidence and will not be returned: = 


This vacancy has also been posted on the ECB's website at www.ecb.int. To meet 
the deadi n a dd me be sent oie fax to $49 69/1544 7979 or id une to 
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Special report War with Iraq 





A fight to the finish 


Diplomacy ends and the war begins 


HE world had been primed to expect 

an air onslaught inspiring “shock and 
awe”. Instead, the visible part of the Amer- 
ican-led war started in the early hours of 
March 20th with a series of short, sharp at- 
tacks by cruise missiles and Stealth bom- 
bers on a location in Baghdad where the 
Americans apparently hoped to kill Sad- 
dam Hussein and his top lieutenants. If 
Iraq's dictator was the target, the first attack 
missed its mark. He popped up on televi- 
sion promising that Iraq would vanquish 
the invaders. Soon afterwards, Iraq fired 
missiles—Scud missiles which Iraq had 
claimed not to possess, said unconfirmed 
reports—over the border into Kuwait. 

From the White House, George Bush 
formally announced the “early stages” of 
what he promised would be a broad and 
concerted campaign “to disarm Iraq, to 
free its people and to defend the world 
from grave danger”. He promised that 
American forces would do their utmost to 
spare civilians from harm, but gave warn- 
ing that the campaign could be “longer 
and more difficult than some predict”. The 
president also tried to put a brave face on 
America's diplomatic position by claiming 
that the United States enjoyed the support 
of a broad coalition, consisting of “more 
than 35" countries that had given crucial 
support, from the use of naval and air 
bases to help with intelligence and logis- 
tics to the deployment of combat units. 

In truth, of course, the war started after 


America, Britain and Spain had been 
forced to abandon their quest for explicit 
new authorisation to go to war from the 
UN Security Council. 

To the last, France had promised to veto 
any such resolution, insisting that the UN 
weapons inspections were making pro- 
gress and should be given more time. Brit- 
ain and Australia are the only countries to 
have sent forces to fight alongside the su- 
perpower. And the opening of hostilities 
was greeted by a torrent of condemnation 
from around the world. Russia's president, 
Vladimir Putin, called America's military 
action “a big political error" and called for 
it to stop. Earlier, the Russian parliament 
had put a shot across his bows, as well as 
America's, by putting off ratification of an 
American-Russian arms-cutting treaty in 
protest at the war. China's foreign ministry 
said that the resort to war was "a violation 
of the UN charter and the basic norms of 
international law". 

There was potentially better news for 
America from Turkey, which was this 
week preparing to grant American aircraft 
overflight rights, if not the bases America's 
generals had originally hoped to use to 
open a northern front in Iraq (see next 
story). But Turkey's president said that the 
UN inspections process should have been 
allowed to finish. “I do not find it right that 
the United States behaved unilaterally be- 
fore that process ended." 

Among the offers of help for America 


Also in this section 
21 Turkey, Iraqi Kurds and Iran 
21 Iraqi refugees 
22 Loyalties tested in Baghdad 
23 The Israeli-Palestinian road map 
23 The ambivalence of Shia Islam 
24 Imagining urban warfare 
25 Is the war legal? 
26 The state of the UN 


Follow the conflict day by day in the Global Agenda on 
www.economist.com 


are several from countries with special un- 
its to sniff out chemical and biological 
weapons, to add to America's own special- 
ised equipment and forces. The possibility 
that Mr Hussein might order the use of 
such weapons against coalition forces (or 
against his own people while trying to pin 
the blame on others) makes tracking down 
his stocks of them one of the most urgent 
military tasks. But uncovering Iraq's 
deadly arsenal is also important politi- 
cally, to demonstrate that Mr Hussein had 
no intention of disarming under the now 
aborted UN weapons inspections. If the 
Iraqi missiles that landed in Kuwait really 
were outlawed Scuds, the Anglo-Ameri- 
can case for war will have been mightily 
vindicated. 


Remember Mr Blix? 
Just hours before the assault on Iraq 
started, a wistful Hans Blix, the chief 
weapons inspector, delivered an 83-page 
report to the Security Council listing the 
"key remaining disarmament tasks" still 
outstanding in Iraq. He said he was disap- 
pointed that the inspectors had not been 
given more time, but acknowledged that 
Iraq had failed to provide the information 
they needed to do their disarming work. 
For now, the weapons inspectors and 
their work have become a part of history. 
But behind the exchange of insults, and 
even while the war is in progress, it is pos- 
sible to detect moves towards a post-war 
reconciliation. America and Britain, as 
much as France and Germany, were this 
week predicting a big humanitarian role 
for the United Nations in post-war Iraq. 
That, it is hoped, will help heal the rifts at 
the UN, across the Atlantic and within the 
European Union. But, like the rebuilding of 
Iraq itself, it will be a long, slow process. 
Winning the war that is now under way is 
only the start of it. 8 
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Turkey, Iraqi Kurds and Iran 


The battle for 
northern Iraq 


ANKARA AND TEHRAN 


They all wanta piece of the action 


ATTERED by months of unrelenting 

pressure and threats from the Bush ad- 
ministration, Turkey's government at the 
last minute limped on board the Ameri- 
can-led coalition against Saddam Hussein. 
The change of heart may be too little, too 
late, at any rate for Turkey’s purposes. 

Over half a century of strategic ties be- 
tween Turks and Americans have been 
under unprecedented strain since March 
ist, when the Turkish parliament rejected 
a measure that would have allowed tens 
of thousands of American combat troops 
to use Turkey as a launching-pad for a 
northern front, striking the Iraqis through 
the Kurdish-controlled enclave in north- 


Iraqi refugees 
No welcome 


ABU KARAMA, SYRIA 
Iraq's neighbours close their doors 


IANT mosaics of two dictators, Sad- 
dam and Assad, smile at each other 

across the dustbowl of the common 
frontier. Near-identical flags fly on both 
sides of the border, insignia of the Arab 
nationalist party, the Baath, which has 
dominated both countries for the past 35 
years. But what do the standard-bearers 
of Arab solidarity care for the safety of 
Arab people? On what Syria claims to be 
Iraq's last open frontier, two metal 
chains bar safe passage out of Iraq. 

Guards lower the chains for the entry 
of such assets as cranes and oil tankers, 
but keep them taut for frightened Iraqis 
seeking sanctuary for their children. In 
the 30-metre stretch of no-man's-land 
between the borders, a Baghdad family 
beds down in a battered Mercedes. "The 
guards say the immigration chief is 
sleeping," says the father of three from 
behind the barbed wire. 

But the chief is on the phone to Da- 
mascus, receiving orders that, to cut 
down the estimated 3,000-strong daily 
influx, Iraqi families are henceforth to be 
banned. Third-country nationals with- 
out visas are also sent back to Iraq. Last 
month Syria agreed to allow UN agen- 
cies to monitor arrivals at its borders, but 
then forgot to issue visas to the 21 staff 
the uN hired for the job. On the eve of 
war, Syria's prime minister confirmed to 
UN officials that no Iraqi refugee families 
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But the Kurdish guerrillas have been told to stay put 


ern Iraq. The alarm bells rang in earnest 
after Colin Powell, America's secretary of 
state, declared that Turkey would no lon- 
ger be getting a $6 billion aid package. 
News of the withdrawal sent both the 
Istanbul Stock Exchange's main index and 
the Turkish lira into a tailspin on March 


would be admitted. 

Individual Iraqis bearing a briefcase 
stand a better chance of admittance. En- 
trants include Sabbagh, a moneychanger 
in a pinstripe-suit fingering his prayer 
beads, and the eight-man crew from the 
Syrian Petroleum Company abandoning 
their exploration rig. 

Syria is not alone in fearing the in- 
flux. For 12 years Jordan has dined on 
Iraq's wealth—in the form of 80,000 bar- 
rels of oil a day—but balks at admitting 
unwanted Iraqis. Turkey, Iran and Ku- 
wait have also vowed to keep their bor- 
ders barred. But the most effective block 
is Saddam Hussein himself. Keeping his 
people trapped as his cities become bat- 
tlefields, Mr Hussein has shut down all 
but a tiny fraction of petrol stations. 

Tailbacks at garages in the country 
with the world's second-largest oil re- 
serves stretch back miles. Some cars 
have been there for days. Unable to re- 
fuel along the 500km (300-mile) desert 
highway from Baghdad to the Jordanian 
border, Iraqis are looking for safety 
nearer home. House sales are booming 
amid the orange orchards of Baqouba, 
an hour's drive from Baghdad. 

In 1958, Mr Hussein fled to Syria on a 
motorbike after an aborted attempt at 
Iraqi regime-change by assassination. If 
only, say Iraqis stoically facing devasta- 
tion, he could repeat that journey. 


17th. Tayyip Erdogan, the new prime min- 
ister, was galvanised into action. He 
scrambled to get members of his ruling 
Justice and Development Party, many of 
whom had voted against American troop 
deployment, to agree to a second bill. This 
was due to be voted on in parliament on 
March 20th. 

In an 11th-hour haggle with the Ameri- 
cans, the government put the final touches 
to a new motion that would allow Ameri- 
can bombers to use Turkish airspace 
throughout the war. As an additional sop, 
the Turkish government has also been 
looking the other way as American troops 
and equipment, authorised to enter Tur- 
key under a measure approved last month 
that allows American military technicians 
to upgrade Turkish ports and bases, were 
being quietly moved into northern Iraq. 

What return can Turkey hope for? Not 
much. Mr Powell reaffirmed on March 19th 
that the $6 billion was off the table. All Tur- 
key has got so faris an American statement 
that it will not, after all, withdraw its sup- 
port for loans from the International 
Monetary Fund. With $93 billion of debt 
repayments already due this year, panic is 
deepening in the Istanbul markets. 

Moreover, friction with America-let 
alone with the Kurds-is bound to mount 
as the government seeks parliamentary 
approval for dispatching 20,000 Turkish 
troops into northern Iraq. The cost of keep- 
ing them there may send the government 
spiralling even further into the red. Kurd- 
ish alarm has been gathering as the Turks 
continued to carve out a 30km-wide (18- 
mile) "security zone" along the Iraqi side 
of the border, and to send in tanks. Last 
month Massoud Barzani, the leader of the 
KDP (one of the two main Kurdish factions 
governing northern Iraq) said that the 
Kurds would resist all further intrusions. 

The main message that emerged from 
this week's meeting of Iragi opposition 
leaders in Ankara was that Turkey should 
keep out of the Kurdish enclave, or face re- 
sistance not only from the Kurds but also, 
or so they hope, from the Americans. "The » 
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> Turks must be made to understand that 
their presence will be disastrous both for 
us and for themselves,” said Nechirvan 
Barzani, the KDP's number-two man. 

With difficulty, the Americans have 
managed to persuade the Kurds to promise 
to refrain from making a lunge towards the 
oilfields at Kirkuk (just outside their en- 
clave), and to agree to place their 60,000 
peshmergas, or guerrillas, under American 
command. But the Turks still fear that the 
Kurds will seek to break away from Bagh- 
dad once Mr Hussein falls, and they be- 
lieve that, by wading in, they can prevent 
this happening. They also claim that their 
presence will keep Iraqi Kurdish refugees 
(and Turkish Kurdish separatists) from 
flooding into Turkey. 

Before the Ankara meeting, the Kurds 
sent delegates to reassure America, Iran, 
Syria, Egypt and Saudi Arabia of their 
modest intentions. "We have resigned our- 
selves to the hand geography has given 
us," said Barham Saleh, prime minister un- 
der Jalal Talabani, the leader of the other 
main Kurdish faction, the PUK. But, Mr Sa- 
leh added, “[Turkish] military intervention 
would only complicate matters. If one 
neighbour gets into Iraq, the others will 
too, and it will be a mess." One such com- 
plicating neighbouris Iran. 

The Iranians have come to accept that 
the Americans will not allow them the 
sort of adventure they had at the end of 
the 1991 Gulf war, when they tried to hi- 
jack an uprising by their fellow Shias in 
southern Iraq. They, like the Turks (and 
Syrians), fear the effects of Kurdish irre- 
dentism on their own Kurds, and the two 
governments may have reached some sort 
of agreement. There were rumours, after à 
meeting in Ankara last week, that Iran 
might be able to tolerate a smallish Turkish 
incursion into northern Iraq—so long as it 
kept out of Kirkuk and Mosul, and so long 
as the boundaries of the "security zone" 
were kept modest. 

No doubt to discourage the Iranians 
from doing it themselves, the Americans 
have told Iran that they will somehow 
neutralise the People's Mujahideen, the 
armed Iranian opposition based in Iraq. 
They have also warned the Badr Brigade, a 
group some 10,000 strong which fights 
under the flag of the Iran-based Supreme 
Council for Islamic Revolution in Iraq 
(SCIRI), that itis not to get involved. 

But last year Iran brokered an agree- 
ment between the Badr Brigade (which it 
equips and to some extent commands) 
and the PUK, and the brigade has bases in 
PUK territory in northern Iraq. From those 
redoubts, it is said to be hoping to provide 
what one of its leaders calls "security on 
the ground" in certain "liberated" towns. 
The SciR1 is keen to have strategic towns 
in its possession when it comes to the 
grand post-Saddam bargaining for politi- 
cal powerin Iraq. @ 
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Inside Iraq 


Loyalties tested 


BAGHDAD 
Now under fire, how many Iraqis will 
willingly die for Saddam? 


HE bombing began at the hour of the 

first prayer. Many people in Baghdad 
were therefore already awake; many had, 
in any case, spent the night in wakeful- 
ness. On the last day before the expiry of 
President George Bush’s ultimatum, the 
streets had been eerily clear. At the dawn 
of the next day, however, people ventured 
back. The mood was calm, even as the mis- 
siles and fighters roared over. Some said, 
"We're used to this." 

"Brave strugglers", their leader called 
them, appearing on television in military 
uniform and black-rimmed glasses to de- 
nounce the attacks three hours after they 
began. The day before, Naji Sabri, Iraq's 
foreign minister, had also donned military 
uniform and denounced Mr Bush and 
Tony Blair as warmongers, “pygmy colo- 
nialists" and idiots. State television had 
shown mass rallies of support for Mr Hus- 
sein all across the country. In one final de- 
monstration in Baghdad on March 15th, 
tens of thousands trooped past a review- 
ing stand to pledge their blood and souls to 
their leader. Handbags in hands, groups of 
matronly supporters stamped on a burn- 
ing Bush effigy with considerable zeal. 

How deep such sentiments go is hard to 
gauge. The thousands of students who 
filed past in the Baghdad rally were carry- 
ing their books with them. They had 
turned up for classes unaware of the 
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Time to stock up, and wait 


change of timetable. Some of Iraq’s newly 
loosened tongues are claiming that many 
Iraqis do indeed love their president; but 
how many, nobody knows. Just before the 
first raids, few of those questioned on the 
streets of Baghdad seemed to think that 
anyone would die willingly for Mr Hus- 
sein. One said that he expected Baghdad's 
main Rashid Street to be renamed "Bush 
Street", in honour of the "liberator". 

Most of the shops in Baghdad have 
now been emptied of goods. Windows 
have been taped up or bolted with iron 
shutters; on some, shutters and grilles 
have been soldered together. Shopkeepers 
seem less concerned by the bombs (which 
at first, according to the information minis- 
ter, fell on a TV station and on the suburbs) 
than by the prospect of looting in the wake 
of a collapse of the regime. Men from the 
ministries, by contrast, have trucked out 
their computers and valuables on the 
fairly clear understanding that their work- 
places will soon be rubble and ash. 

Some 60% of Iraqis rely entirely on 
food rations supplied to them by the gov- 
ernment through the UN's oil-for-food pro- 
gramme. In the past few weeks, the au- 
thorities have issued families with several 
months’-worth of rations in advance. Yet, 
even as the bombing began, those with 
enough money were crowding into what- 
ever shops were open and stocking up 
with last-minute supplies. The price of a 
bottle of water has tripled, and in three 
days the (black-market) Iraqi dinar has lost 
a third of its value against the dollar. 

Many of those who can afford it have 
either left Baghdad or sent their families 
away. Some have gone to stay with rela- 
tives in the provinces, while those who can 
get in have gone to Jordan or Syria. For 
weeks, the Jordanian border has been 
closed to all but a lucky few. Many made a 
diversion to the Syrian border, but that op- 
tion has now closed too. 

More and more parents have been 
keeping their children at home, especially 
the younger ones. A teacher at Baghdad's 
Sparrows Meet kindergarten, who nor- 
mally has 40 children in her class, now 
had only 11. Shortly before the war began 
she took her charges, some as young as 
two-and-a-half years old, to the city mu- 
seum devoted to the life of Mr Hussein and 
the gifts he has been given over the years. 
He may not get many more. 

As war started, sandbagged positions 
and trenches were reinforced with small 
tanks. They were positioned in strategic 
places and in front of all official buildings. 
Armed men-írom the army, the Baath 
Party and in plain clothes—were visible on 
the streets, but there was no other sign of 
great military preparations. The battle 
many fear is less the one with the invader 
than the coming struggle between die- 
hard Saddam loyalists and those Iraqis 
who have lost their fear of him. m 
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The Israeli-Palestinian road map 
Dusting it off, 
perhaps 


JERUSALEM 
After the war is over, the Americans 
say, they will try for peace 


RIEL SHARON has assured the Israelis 
that the risk of their country coming 
under Iraqi attack is as low as 1% (though 
their army is taking 100% precautions). But 
the odds on Israel being faced with a new 
diplomatic battle, once the shooting war is 
over, have suddenly risen. 
George Bush and Tony Blair have both 
made high-profile, eve-of-war pledges to 


geton with their much delayed and still of- 


ficially unpublished “road map to a two- 
state [Israeli-Palestinian] solution". The 
Palestinians have taken the first step on 
that path, by appointing a prime minister 
wielding real executive powers. And Mr 
Sharon's government, by leaking a slew of 
hard-nosed proposed “amendments” to 
the map, has fired its first delaying volley 
in the coming war of words. 

A draft of the road map—apparently ap- 
proved by the “quartet” of would-be 
peacemakers (America, the EU, Russia and 
the UN) but kept under formal wraps by 
American and Israeli demand-calls for 
the creation by the end of this year of “an 
independent Palestinian state with provi- 
sional borders and attributes of sover- 
eignty.” Israel wants “independent” out. 
And it wants the word “certain” inserted 
before “attributes of sovereignty”. It is also 
unhappy with the “maximum territorial 
contiguity” envisaged for this provisional 
Palestinian state, and suggests adding the 
proviso, “where this is possible”. 

But that haggle is over the still wholly 
hypothetical Phase II of the map. Mr 
Sharon is digging in for a hard fight over 
Phase I. (In the original draft, this was un- 
realistically supposed to happen by May 
2003; Phase III looks loftily to a permanent 
agreement and a final end to the conflict by 
2005.) Phase I calls, among much else, for 
an end to violence, the building of Pal- 
estinian institutions, and the normalisa- 
tion of Palestinian life. Israeli cynics say 
that Mr Sharon never dreamed that the Pal- 
estinians would comply with the crucial 
American-Israeli precondition that the 
famously autocratic Yasser Arafat hand 
the running of the battered Palestinian Au- 
thority to a prime minister. 

This, however, has happened. Meeting 
in Ramallah, the Palestinian parliament 
unanimously approved the post of prime 
minister: a sharing of power that Mr Arafat 
was reluctantly persuaded to accept to pro- 
tect his leadership and his regime. His re- 
luctance was revealed by his last-minute 
attempt to insert an amendment that 
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Goodbye to all that? 


would have insisted that any new cabinet 
formed by the prime minister should be 
“presented” to him first. Parliamentarians 
belonging to his own Fatah movement in- 
sisted that he withdraw this change. 

The new order leaves Mr Arafat in 
charge of negotiations, foreign policy and 
“national security”. The prime minister 
will have independent powers to govern 
the Palestinian areas, including policing 
them. Mr Arafat’s nominated candidate for 
the post is, as expected, Mahmoud Abbas, 
also known as Abu Mazen, the deputy 
leader of the Palestine Liberation Orga- 
nisation who has publicly and repeatedly 
urged an end to the violence against Israel. 
He has three weeks to form a government. 

Mr Sharon’s aides say that the test of 
the new man will be his ability to clamp 
down on terrorist groups. Palestinians re- 
ply that Israel's constant and bloody ar- 
moured incursions into Gaza, and the en- 
forced siege and paralysis of the West 
Bank, are hardly conducive to the “visible 
efforts" that the road map says the Palestin- 
ian security forces must make to "arrest, 
disrupt and restrain...violent attacks on Is- 
raelis anywhere." 

Palestinians are deeply afraid that Mr 
Sharon will use the Iraqi war to impose a 
settlement by force of arms, thus avoiding 
the risks of diplomacy. At least 15 people 
were killed this week in the continuing at- 
tacks on Gaza. One of the dead was an Is- 
lamic Jihad leader: others included a two- 
year-old girl and a 23-year-old American 
peace activist, Rachel Corrie, who was 
crushed to death by an army bulldozer as it 
demolished a Palestinian house. 

When the-then Likud prime minister, 
Yitzhak Shamir, was dragged reluctantly to 
a Middle East peace conference in Madrid 
in 1991 by the-then President Bush, after 
the-then Iraq war, Mr Sharon, a member of 
his cabinet, made Mr Shamir's life a mis- 
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ery. Mr Sharon now faces the same threat 
from his hardline coalition partners. 

The road map requires Israel, as part of 
Phase I, to “dismantle settlement outposts 
erected since March 2001" and "freeze all 
settlement activity (including natural 
growth)". Two parties say they will walk 
out if the settlements are touched. But for 
Israel'S remaining peaceniks, who look 
back misty-eyed to Madrid as the break- 
through to Oslo, the prospect of new and 
serious American arm-twisting, applied to 
both sides, is viewed with relish. ai 


Shia Islam 


The martyrdom 
of Hussein 


DAMASCUS 


Shia Muslims, long discriminated 
against, hope for gains from the war 


ARLIER this month Shia Muslims cele- 

brated the martyrdom of Hussein. Not 
Saddam, but rather Imam Hussein, a de- 
scendant of the Prophet Muhammad, who 
was killed at Karbala in Iraq 1,323 years 
ago, and was thus denied the leadership of 
Muslims that Shias believe was his right. 
Ashoura, the day of remembrance, is 
marked by noisy public mourning mixed 
with calls to emulate the imam's sacrifice: 
calls often charged with the politics of re- 
sistance to oppression. 

This Ashoura bore special meaning for 
the world's 150m Shias. American troops 
are poised to free their most fabled shrines 
and colleges from 30 years of tyrannical 
rule by Iraq's Baathist Party. Yet the libera- 
tors are also infidels who plan to occupy 
the historic Shia heartland and mould its 
politics to their ideals. Not surprisingly, » 


b 


Shias, unlike the more numerous Sunni 
Muslims worldwide who oppose Ameri- 
can action, have very mixed feelings. 

Mr Hussein, a Sunni, plasters his own 
picture on the walls of Shia shrines in Iraq 
and claims descent from the prophet. But 
his agents have murdered some 250 Shia 
clerics, including two of the highest-rank- 
ing ayatollahs among the half-dozen or so 
to have emerged in the past generation. 

The war Mr Hussein launched in 1980 
to bleed the Iranian revolution, an up- 
heaval that had rattled his secular regime 
by creating the first-ever Shia theocracy, 
cost 1m lives. Most of the 250,000 Iraqis 
who died were Shias, not just because 
Iraq’s army reflected the country’s 60% 
Shia majority, but also because its Sunni 
command tended to keep loyal Sunni 
troops in reserve. In 1991, those troops 
smashed the holy shrines of Hussein, at 
Karbala and of his father, Ali, at Najaf, 
with tanks and artillery. 

The brief uprising they crushed was 
not the first time Shias had attacked the 
Baathist regime. The first “martyrdom op- 
eration” ever carried out by an Islamist 
group was the 1981 suicide-bombing of the 
Iraqi embassy in Beirut, which killed 27 
people. That atrocity is believed to have 
been the work of nascent Shia militant 
groups, backed by Iran and Syria, which 
waged a shadowy, decade-long war 
against the Iraqi regime. These loosely con- 
nected groups, which shared common 
spiritual roots in the colleges of Najaf, 
came to include Hizbullah in Lebanon as 
well as the Iraqi Shia opposition groups: al- 
Daawa and the Supreme Council for the Is- 
lamic Revolution in Iraq (SCIRD. 

Yet if the enmity of these groups to Sad- 
dam Hussein is visceral, America itself 
ranks close in wickedness. This is not just 
because of enduring hostilities between 
the United States and Iran. In 1985 the CIA 
was accused of targeting Muhammad Fa- 
dlallah, a revered Lebanese cleric, in a car 
bombing that killed 80 civilians. Mr Fa- 
dlallah had been fingered as the "spiritual 
guide" of Hizbullah, the militant Islamist 
group that was responsible for the blasts in 
Beirut that killed nearly 400 American ma- 
rines and diplomats. For years afterwards 
many Shias believed that Saddam Hus- 
sein was an American agent. 

Suspicion of America also arose from 
its joint backing, with Saudi Arabia, of ex- 
tremist Sunni movements. The Afghan 
mujahideen destroyed dozens of Shia vil- 
lages even before the Taliban came along, 
while radical Sunnis in Pakistan have mur- 
dered as many as 1,000 Shias since 1990, 
often shooting them down in mosques. 
Bahrain's Shia majority, and the minority 
Saudi community that lives above the 
kingdom's oilfields, have long chafed un- 
der Sunni governments that happened to 
be America's friends. 

Yet such travails have not united Shias. 
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Their differences go beyond the branching 
of this strand of Islam into esoteric sub- 
sects such as the Ismailis, the Druze and 
the Alawites, who dominate Syria. Even 
inside the Shia mainstream, competition 
between senior clerics for influence, and 
for control of the lucrative tithes paid by 
the faithful, has spawned bitter political di- 
visions. One result is that Iran's conserva- 
tive clerics have signally failed to export 
their brand of revolution beyond a few 
nominal allies, such as Hizbullah. 

Top theologians, even inside Iran, 
prefer aloofness from worldly affairs to the 
late Ayatollah Khomeini’s doctrine of 
placing worldly power in the hands of a 
single senior cleric. Non-Iranian Shias 
dream of restoring the scholarly pre-emi- 
nence of Najaf at the expense of the aya- 
tollah’s hometown, Qom. “It is in our 
genes as Arabs to claim rightful leadership 
of the faith,” says Bayan Jabur, a SCIR1 offi- 
cialin Damascus. 

But no issue has proved as divisive as 
America’s role in Iraq. Iran’s rulers have 
been studiedly neutral, praying for Mr 
Hussein’s demise yet fearing America 
wants to get them next. Many of the Shias 
in Kuwait, Saudi Arabia and Bahrain qui- 
etly support efforts to free their Iraqi breth- 
ren, hoping that the new Iraq will grant 
Shias a larger space and so pressure their 
own governments to do likewise. By con- 
trast, Hizbullah’s leaders rage at the 
thought of marines among the minarets of 
Karbala. "When Israel invaded here in 1982 
we met them with showers of rice and 
roses," recalls a spokesman. *One hundred 
days later we blew up their headquarters." 

Iraq's own Shia parties, long split be- 
tween those who reject American help 
and those who invite it, met in Tehran re- 
cently to iron out their differences. The 
compromise was that they would “exploit 
any American action", but then resist 
occupation by all means. The Badr Bri- 
gades, sciri’s guerrilla force, have already 
assumed striking position in Iraqi Kurdis- 
tan, 100 miles from Baghdad. America 
wants them to keep out of the fighting. But, 
for the glory of martyrdom, they may well 
try to get there first. m 











Urban warfare 


The last battle 


Imagining the battle for Baghdad 


ILITARY strategists and doctrine gen- 

erally agree on how to fight in cities: 
if possible, don’t. Yet the final engagement 
of what Saddam Hussein calls the last 
great battle may occur in Baghdad, a 
metropolis of more than 5m people, give 
or take those who have managed to es- 
cape. How costly might that fight prove? 

Much of the Republican Guard is sta- 
tioned around Baghdad, with the Special 
Republican Guard and various security 
and paramilitary groups inside the city. 
Facing American and British forces, they 
would enjoy the natural advantage that 
has accrued to defenders from the siege of 
Troy to that of Stalingrad and beyond: su- 
perior knowledge of the terrain. They 
would be able to hide and lay ambushesin 
the city’s markets, slums and sewers. 

Conversely, the allies’ principal advan- 
tage-technology—would be largely neu- 
tralised. "Urban operations", says Andrew 
Krepinevich of the Centre for Strategic and 
Budgetary Assessments, "tend to be man- 
power-intensive and to devalue technol- 
ogy—the exact opposite of how the Ameri- 
can military is structured to fight.” 

In open terrain, American and British 
forces will be able to see and shoot further 
and more accurately than the Iraqis. But 
built-up environments would hamper sur- 
veillance and communications, and in- 
volve fighting at much closer quarters. As 
in Mogadishu in 1993, when Somali clans- 
men shot down aclutch of American Black 
Hawks, deploying helicopters over urban 
battlefields is risky. In this case, Iraq’s air 
defences have been clustered in and 
around Baghdad. American and British 
troops would have better night-vision 
equipment, and unmanned aerial vehi- 
cles might have a role. But the besiegers 
will also rely on lower-tech kit such as 
grappling hooks and battering rams. 

So any serious fighting in Baghdad (or 
in Tikrit, another plausible redoubt) could 
have two consequences. Many more Brit- 
ish and American soldiers—perhaps thou- 
sands-are likely to be killed than died in 
the first Gulf war, testing the theory that 
September 11th has made Americans less 
squeamish about bodybags. And, in spite 
of all the talk of liberation, thousands of 
Iraqi civilians could also die. 

Baghdad is unlikely to be wrecked as 
the Chechen capital, Grozny, was, under 
Russian fire in the 1990s. The allies should 
be able to strike discrete and legitimate tar- 
gets with precision (assuming that intelli- »» 
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> gence about Iraq's capital is superior to 


NATO's intelligence about Belgrade). But 
taking on Iraqi forces dispersed around the 
city will involve individuals making quick 
decisions, and inevitably mistakes, about 
whom to shoot. In such situations, delay 
or caution can itself be deadly. When 
young soldiers get scared and angry, they 
can tend to panic. And as the battles for 
Hue, in Vietnam, in 1968 and for Manila in 
1945 suggest, American rules of engage- 
ment can become more permissive the 
longer and costlier urban battles become. 
If Mr Hussein deploys chemical weapons, 
or lots of human shields, the battle of 
Baghdad could be especially nasty. 

In theory, there is a better way to con- 
quer cities than levelling them or, Stalin- 
grad-style, fighting hand-to-hand, door-to- 
door. American and British commanders 
would try to apply the principles of 
manoeuvre warfare, destroying or seizing 
key props of Mr Hussein's regime. Russell 
Glenn of Rand, a think-tank, points to the 
opening assault on Hue by the Vietcong 
and North Vietnamese, and to America's 
strike on Panama's cities in 1989, as exam- 
ples of such surgical operations. But coun- 
ter-examples are much more common. 

Iraq may be shocked and awed into 
submission. If not, the invaders may 
choose to isolate Baghdad (and Tikrit) in 
the hope that they surrender. Even the Re- 
publican Guard might prove disinclined to 
fight, though the Special Republican 
Guard is more worrisome. But the allies 
won't be able to wait indefinitely. If they 
goin, much will depend on whether ordin- 
ary Iraqis stay at home, turn on Mr Hus- 
sein, or—inflamed by sanctions and bomb- 
ings—turn against his enemies. m 
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The legal arguments 
Pro, con and 
muddled 


Lawyers on both sides are not short of 
ammunition 

S AN attack on Iraq legal? The decision of 

the United States and Britain to invade 
may seemto have made this question irrel- 
evant. But that is not how the world's lead- 
ers have been behaving. America and Brit- 
ain have both insisted for months that 
they have legal authority for any such at- 
tack. France, Russia and China have been 
equally adamant that, without another Se- 
curity Council resolution, they do not. Kofi 
Annan, the UN’s secretary-general, also 
believes that such an invasion is not "in 
conformity" with the UN Charter. 

In his televised speech on March 17th, 
George Bush stressed again America's 
view that it was "authorised to use force" 
by earlier Security Council resolutions. On 
the same day, Britain's attorney-general, in 
an unusual move, published his official 
advice to Tony Blair, the prime minister, 
making a similar argument, and the For- 
eign Office issued a more detailed version. 
International legal experts have been just 
as divided as the great powers, and their 
fierce debate has plunged deep into the 
textual analysis that every lawyer loves. 

The UN Charter makes the use of 
armed force legal in only two circum- 
stances, described in two articles of Chap- 
ter VIL Article 42 says that the Security 
Council may "take such action by air sea or 
land forces as may be necessary to main- 
tain or restore international peace and se- 
curity". Article 51 allows the use of armed 
force in self-defence (more on this later). 

After Iraq's invasion of Kuwait in 1990, 
the Security Council passed a number of 
resolutions under Article 42, first demand- 
ing that Iraq withdraw, then authorising 
the use of "all necessary means" (dip- 
lomat-speak for armed force) to make it do 
so and to "restore international peace and 
security in the area" (Resolution 678). After 
the liberation of Kuwait, the council 
passed Resolution 687, the lengthiest of all 
the Gulf resolutions, which set out cease- 
fire terms, including the rapid surrender or 
elimination of Iraq's weapons of mass de- 
struction and the imposition of a UN 
weapons-monitoring regime. Iraq ac- 
cepted the terms, but for the past 12 years 
there have been disputes about whether it 
has lived up to them. Last November the 
Security Council passed Resolution 1441, 
deciding that "Iraq has been and remains 
in material breach" of all these resolutions. 

The American and British governments 
maintain that Iraq's “material breach" re- 
vives the authorisation of force contained 


in 678, the resolution launching the first 
Gulf war. The ceasefire terms of Resolu- 
tion 687, they say, suspended but did not 
terminate that authorisation of force. The 
same reasoning was used in 1993 and 1998 
to justify the American and British bomb- 
ing of Iraq after disputes about weapons 
inspections. This is why both govern- 
ments have claimed for the past year that 
they did not need any further resolutions 
to justify an attack in law. 

By their lights, Resolution 1441 was 
aimed at winning political, not legal, sup- 
port. Nevertheless, 1441's confirmation 
that Iraq is in “material breach" of the 
ceasefire further strengthens their hand. 
The fact that Iraq has failed, in their view, 
to take this last chance to disarm consti- 
tutes yet another “material breach", which 
the resolution specifically warns will lead 
to "serious consequences". Ruth Wedg- 
wood, professor of international law at 
America's Johns Hopkins University, 
claims that 687 set up a "perpetual post- 
war regime" whose breach by Iraq auto- 
matically suspends the 1991 ceasefire. 
"There is nothing in 1441," she adds, "that 
purports to repeal it." 

Yet many international lawyers reject 
this analysis. Critics say that decisions on 
how to deal with Iraq's *material breach" 
of any resolution have always rested not 
with America or any other individual UN 
member, but the Security Council itself. 
This is the view maintained by France, 
China and Russia. According to Vaughan 
Lowe, an international law professor at 
Oxford University, Resolutions 678 and 
687 “were creatures of their time". To claim 
that any member of the Gulf war coalition 
hastherightin perpetuity to use force to re- 
store peace in the Middle East, he says, “is 
just obviously absurd". 

Other lawyers point out that every 
resolution dealing with Iraq, from 687 set- 
ting up the ceasefire to last autumn's 1441, 
ends with a clause containing the phrase 
that the Security Council "decides to re- 
main seized of the matter"—ie, in control 
of what happens next. They also say that it 
is no accident that no resolution, apart 
from 678 authorising the Gulf war, con- 
tains the phrase “all necessary means", the 
accepted code for armed action. It was un- 
derstood last autumn, they argue, that1441 
did not contain an automatic trigger for 
war, a point conceded by John Negro- 
ponte, America’s UN ambassador, in the 
Security Council at the time it was passed, 
as well as by Britain's legal analysis. 

Contradictory as it seems, Mr Bush has 
also repeatedly claimed that, whatever the 
Security Council decides, America has the 
right to attack Iraq in self-defence. But the 
UN Charter's Article 51 authorises military 
self-defence only "if an armed attack oc- 
curs", not before one has taken place. 

In an age of global terrorism and weap- 
ons of mass destruction, says the Bush ad- » 


> ministration, this rule is no longer good 
enough. Most lawyers believe that, even if 
Article 51 can be bent, an attack has to be 
imminent before any pre-emptive action is 
justified. So far not even Mr Blair has felt 
able to endorse either the American idea 
that Iraq is animminent threat (as opposed 
to a longer-term one), or America’s con- 
cept of pre-emption. Does every nation 
have the right to “pre-emptive” action, or 
just the United States? Mr Bush's security 
strategy is silent on this point. 
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It is not yet clear whether the United 
States is proposing to ditch the whole idea 
of international law, or merely to revise its 
rules. Many statements by Mr Bush and 
other senior American officials seem to in- 
dicate the former. And yet this week the 
president, in his joint press conference in 
the Azores with the British and Spanish 
leaders, made a startling promise: once 
victory in Iraq had been achieved, he 
would seek yet more Security Council 
resolutions to help rebuild the country. 8 





The United Nations 


Duct tape needed 


America is dismissive of the UN. Other countries seem to like it more than ever 


I WAS always clear that the first casualty 
of this war would be the United Nations, 
and so it has proved, but not quite in the 
way that seemed probable even a few 
weeks ago. The likelihood then was that 
America would get the approval of the UN 
to disarm Iraq by force, and critics would 
deplore that authorisation as one ex- 
tracted by bribes and threats. The war 
would then have been judged legal but not 
legitimate by its many opponents. 

Noonecan now accuse the UN of being 
America's rubber stamp. The charge 
against it instead is that it has passed a se- 
ries of resolutions telling Saddam Hussein 
to disarm or else, yet, despite his failure to 
make more than grudging efforts to oblige, 
the “or else" turns out to be “or nothing". 
Others who wish to defy the UN will take 
heart. Moreover, America, the world’s 
only superpower, feels profoundly let 
down. Against the wishes of many mem- 
bers of his administration, George Bush 
chose to seek the uN's approval for the dis- 
armament of Iraq. But after six months of 
argie-bargie and procrastination, he could 
count on no more than three of the Secu- 
rity Council's 14 other members to back a 
last resolution opening the way for war. 

How did this extraordinary reverse 
come about? The short answer, for many 
people, is France. It is, however, an inade- 
quate explanation. True, the French vow 
on March 10th to veto any new resolution 
“no matter what the circumstances” may 
have strengthened the resolve of some wa- 
verers, but it is implausible that it alone 
changed minds. A fuller explanation must 
acknowledge both America’s inept di- 
plomacy and wider issues. 

Chief among these was the role of the 
United States. The debate at the UN be- 
came as much about constraining Ameri- 
can power as about Iraq itself. France, ever 
uneasy about American "hyperpower", 
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Not Annan's happiest days 


has cast itself as the leader of those who 
would challenge America directly. Britain, 
whose aims have been remarkably simi- 
lar, has adopted utterly different tactics: 
moderate the colossus, who doth bestride 
the newly narrow world, through the 
influence that comes with friendly loyalty. 

At this stage in the story, neither the 
French nor the British seem to have done 
the UN a good turn. Britain helped per- 
suade Mr Bush to go to the UN last Septem- 
ber, which looked fine after the unani- 
mous passage of Resolution 1441, but now 
looks awful. France is the popular cham- 
pion of the constrainers but has failed to 
stop the war against Iraq and may have set 
America against the UN for a decade. The 
UN itself is plainly bruised. As its secre- 
tary-general, Kofi Annan, prophesied, the 
absence of Security Council authorisation 
has reduced the support for the war and 
called its legitimacy into question. 

But the tale is not finished yet. The UN 
has retrospectively given a blessing of one 
kind or another to armed interventions 
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before—in 1991 to the action in Liberia, in 
1997 to that in Sierra Leone and, in June 
1999, to NATO's fight in Kosovo. It is possi- 
ble that something will yet be forthcoming 
to make this war look more respectable. 

Not that America will turn its back on 
the UN altogether. “In a postSaddam 
Iraq," said Mr Bush after the Azores sum- 
mit on March 16th, "the UN will definitely 
need to have a role." In that, though, the re- 
lief agencies are likely to loom larger than 
the Security Council, which was probably 
the institution he had in mind when he 
said, more ominously, "We hope tomor- 
row the uN will do its job. If not, all of us 
need to step back and try to figure out how 
to make the UN work better." 

It may be difficult to reach agreement 
on that. The Iraqi episode has already 
shown that of the two principles at the 
heart of the UN charter—a dedication to 
non-violence by states and a commitment 
to collective action against those who 
threaten the international peace—the aver- 
sion to war is much the stronger. Most 
countries, it seems, are loth to sanction 
wars and loth to take action to stop them. 
Even when they do steel themselves for 
bloodshed, they can be selective: why 
should those who readily supported the il- 
legal bombing of Belgrade now balk at the 
illegal bombing of Baghdad? 

Because they are hypocrites, comes 
back one answer. Yet that ignores motives. 
Few people, other than those with ties of 
culture or religion, believed that NATO 
was bombing Belgrade for ignoble mo- 
tives; the action might have been ill- 
judged, but the aim was plainly humani- 
tarian. That has not so obviously been true 
of the war against Mr Hussein. In this war, 
the action may have good humanitarian 
consequences, but the aim has been much 
more confused. In such circumstances, the 
aversion to war comes to the fore. 

In at least two respects, the opposition 
to this war has differed from the opposi- 
tion to recent wars. First, much of it has 
been conducted at the UN. Second, much 
of ithas concerned the role of the UN, from 
weapons inspectors to Security Council. 
As Robin Cook, the leader of Britain's 
House of Commons, said in his resigna- 
tion speech on March 17th, “The evident 
importance we attach to a second resolu- 
tion makes it all the more difficult now to 
proceed without one." He had a point. 

This war is being fought without its ap- 
proval, yetthe UN does not, despite predic- 
tions, look irrelevant this week. On the 
contrary, it looks like an arena in which, 
among other things, many future efforts to 
constrain or steer American power will be 
played out. The UN will have to adapt. It 
will have to yield, on occasion, to America. 
But America cannot run the world on its 
own. If the UN did not exist, it would have 
to beinvented. Today, as last time, much of 
the task would fall to America. 8 
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China 


The survivor takes over 


BEIJING 





China’s new prime minister, once a protégé of China’s disgraced reformist, Zhao 
Ziyang, shows few signs of seeking to rock the boat 


HE new prime minister, Wen Jiabao, 

cannot be faulted on his grasp of the 
facts. He unflinchingly lists corruption, 
poverty, inefficient state enterprises, un- 
employment and non-performing loans 
as among his, and China’s, “many pro- 
blems”. But he has given few clues as to 
how he plans to change things. On March 
16th, Mr Wen took over from Zhu Rongji as 
manager of a fast-growing but structurally 
weak economy that is generating growing 
social tension. One of his biggest problems 
could be his own risk-averse style. 

Unlike Mr Zhu, who had extensive 
dealings with foreign business and politi- 
cal leaders before taking over as prime 
minister in 1998, Mr Wen comes to the job 
as something of an enigma to outsiders. 
Whereas Mr Zhu honed his leadership 
skills as mayor of Shanghai, China's finan- 
cial capital, Mr Wen has risen to the top 
through service in much lowlier posts, in- 
cluding 14 years in the impoverished prov- 
ince of Gansu. From the late 1980s, he 
worked as chief of staff to successive gen- 
eral secretaries of the Communist Party. It 
was only in 1998, when he became Mr 
Zhu's deputy, that he began assuming a 
more prominent role in helping to run the 
economy, particularly agricultural and fi- 
nancial affairs. 

Mr Wen, a geologist by training, is cer- 
tainly a man of considerable skills, not 
least as a political survivor. He emerged 


unscathed from the purges that followed 
the suppression of the Tiananmen Square 
protests of 1989—even though he was a top 
aide to Zhao Ziyang, the liberal-minded 
party chief who lost his job and is still un- 
der house arrest for allegedly supporting 
the demonstrators. One of the best known 
photographs (see above) from the Tianan- 
men days shows Mr Zhao and, behind 
him, Mr Wen visiting students on the 
square. At a news conference two days 
after his appointment, Mr Wen evaded a 
question about Mr Zhao's circumstances. 
China's "great achievements" in the past 13 
years, he said, showed that "stability is of 
critical importance". 

Mr Wen survived by quickly switching 
his allegiance. His abilities as a manager 
endeared him to Mr Zhu, who became his 
new patron. Unlike the fiery Mr Zhu, Mr 
Wen was adept at consensus-building. At 
his news conference, Mr Wen noted that 
people called him “mild-mannered” but 
insisted that “at the same time, I am some- 
one who has convictions, definite views 
and who dares take responsibility." 

But while acknowledging the moun- 
tain of bad loans in China's banking sys- 
tem and the slow development of the rural 
economy, Mr Wen stuck mainly to general- 
ities (if he follows the practice of his prede- 
cessors, he will not face reporters for an- 
other year). One of Mr Wen's main aims 
appeared to be to impress his audience 
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with his nationalist credentials, scholarly 
inclinations (he peppered his remarks 
with poetry), his humble origins and his 
sympathy with the plight of the rural poor 
and urban unemployed. But he vouch- 
safed no new ideas for addressing their 
problems. 

Chinese familiar with Mr Wen's circle 
describe him as a good administrator but 
lacking originality. Like China's party 
chief, Hu Jintao (who acquired the addi- 
tional title of state president on March 
15th), he will in practice have to defer to 
Jiang Zemin, the country's paramount 
leader who retains the post of chairman of 
the Central Military Commission (in other 
words, supreme military commander). 
Even if he has bold plans for implement- 
ing the painful measures needed to com- 
plete China's transition to a market econ- 
omy, he is likely to wait until he has 
consolidated his position before revealing 
them. But Mr Wen risks storing up even 
bigger problems if he delays difficult steps 
such as recapitalising and privatising the 
technically insolvent state-owned banks, 
and reining in the budget deficit. 

Some promising hints of economic re- 
form did emerge from the just-completed 
annual session of China's parliament, the 
National People's Congress (NPC), at 
which Mr Wen's and Mr Hu's new ap- 
pointments were announced (other lead- 
ership changes it approved included Zeng 
Qinghong as vice-president, Wu Bangguo 
as NPC chief and Li Zhaoxing as foreign 
minister). The NPC announced the long- 
overdue establishment of a regulatory 
body to supervise the banks and of a com- 
mission to oversee the management of 
state assets. By clarifying central and local 
government responsibilities for state as- 
sets, the new commission could make it 
easier to privatise and merge them. 
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But stability remains the party's watch- 
word. Mr Wen used the word a dozen 
times in his news conference. His obvious 
reluctance even to mention Zhao Ziyang's 
name suggests the party is still fearful of re- 
opening the wounds of Tiananmen (in- 
deed, the reporter's question about Mr 
Zhao was removed from official tran- 
scripts). Last week, the authorities shut 
down a newspaper in the southern city of 
Guangzhou, 21st Century World Herald, for 
publishing an interview with a former 
secretary of Mao Zedong who lamented 
the slow pace of political reform. But many 
lower-ranking officials say privately that 
the party's obsession with stability is hin- 
dering the implementation of badly 
needed political changes. Another paper 
gave warning earlier this month of a "Latin 
American-style crisis" in China unless 
more effective checks on government 
power are introduced. 

Ironically, under Mr Zhao's guidance, 
Mr Wen once helped draft the party's bol- 
dest appeal for political reform, although 
the aim was only to limit party interfer- 
ence in government affairs rather than to 
relax the ban on political opposition. The 
proposals were adopted at the Communist 
Party's 13th congress in 1987—but then qui- 
etly forgotten after Tiananmen. If Mr Wen 
retains any of his former enthusiasm for 
political change, it remains as carefully 
hidden from view as Mr Zhao himself. @ 


Pakistan's economy 


War hero 


TSLAMABAD 
Fine macroeconomic framework. 
Shame about the geopolitics 


S A front-line state in America’s war in 
Afghanistan, Pakistan has reaped 
plentiful economic benefits. On March 
19th, a report from the International Mone- 
tary Fund gave the government top marks 
for meeting the Fund’s performance crite- 
ria, and reconfirmed the positive macro- 
economic outlook. But clouds from the 
Gulf are already casting shadows. Having 
thrived in one war, Pakistan’s economy 
may be a casualty of the next. 

Pakistani officials and the Fund are at 
pains to stress that its relatively sound 
economy cannot be put down entirely to 
the war on terror. The government in- 
stalled after the coup staged by General 
Pervez Musharraf in 1999 had already em- 
barked on a programme of structural ad- 
justment. It has trimmed the bloated civil 
service, cut subsidies on energy prices, 
cleaned up the balance sheets of national- 
ised banks, raised tax revenues and accel- 
erated a privatisation process. 


The war, however, surely helped. 
American gratitude for Pakistan’s assis- 
tance brought a grant of $600m. A big 
boost in itself, that also smoothed negotia- 
tions with other foreign creditors, who ac- 
corded a generous debt rescheduling. It 
helped swell the size of the Imr’s own $1.4 
billion facility, signed in December 2001. 
Meanwhile, expatriate Pakistanis, nervous 
that their businesses might no longer be 
safe in the West, started sending money 
home. As a result, Pakistan’s traditional 
capital flight reversed itself. 

That, combined with a surge in remit- 
tances from overseas workers, healthy ex- 
port growth and an increase in foreign in- 
vestment and aid, has brought a steady 
currency, a current-account surplus, and 
foreign-exchange reserves of $10 billion, 
more than double their level in 2001. Infla- 
tion is subdued, and after the best rainfall 
for four years the economy is expected to 
have grown by 4.5% in the current financial 
year (ending in June), a creditable achieve- 
ment in a weak global economy. 

Nobody, however, pretends that 
growth is fast enough, or that the govern- 
ment’s economic reforms are more than 
half-done. Many Pakistanis, for example, 
would still no more think of paying for 
electricity than they would of metering 
sunlight. The power utilities are a huge 
drain on the public purse. 

Privatising them, and other govern- 
ment businesses, however, is hard, as is at- 
tracting other investment. The biggest ob- 
stacle remains political instability. General 
Musharraf's attempt to give his regime a ci- 
vilian gloss by handing over to an elected 
government has resulted in a constitu- 
tional quagmire. Add to this persistent vio- 
lence, including occasional attacks on for- 
eigners, and a continued stand-off with 
India, a fellow nuclear power, and it is 
hard to describe the investment climate in 
Pakistan as hospitable. 

War in the Gulf will make it even more 
hostile. Pakistan’s government has man- 
aged to steer a careful diplomatic course. In 
contrast to its support for the attack on Af- 
ghanistan’s Taliban regime, it has refused 
to endorse the Iraq war, though without 





antagonising America. Pakistani dip- 


lomats last week could scarcely conceal 


their relief that they never had to vote on a 


final UN resolution on Iraq. 

This time, the government is not in di- 
rect conflict with the views of Pakistan's 
extreme Islamist parties. So, as they take to 
the streets to condemn the war, and 
scream their support for Saddam Hussein 
and Osama bin Laden, their anger will be 
directed less at their own government 
than at the West in general and America in 
particular. Even so, that is hardly very 
good for foreign investment. & 


India 
Government by 
computer 


HYDERABAD 
But some say drinking water should 
come first 


AS Chandrababu Naidu, the chief 
minister of Andhra Pradesh, got his 
priorities right? Opposition politicians in 
the Indian state think not: this month two 
of them staged a hunger strike, complain- 
ing that his government was failing to pro- 
vide drinkable water to 600 villages in 
Nalgonda district, just 100km (60 miles) 
from Hyderabad, the state capital. Mr 
Naidu, say his critics, is less interested in 
such basics of survival than in gimmickry. 
Itistruethat a bigscreen is mounted on 
Mr Naidu's office wall, to monitor activi- 
ties at 28 "eSeva" centres in Hyderabad, 
where citizens can pay utility bills, register 
births and deaths, and conduct many 
other dealings with the government. So is 
the man who runs a poor, drought-ridden 
state, where 4096 of the 76m people cannot 
read, preoccupied with an irrelevant exer- 
cise in e-government? Mr Naidu's fans say 
the exercise is a bold experiment with na- 
tional implications: harnessing India's 
prowess in information technology to 
benefit its poor. Other state governments 
have put some of their services online. 
None has gone so far as Andhra Pradesh. 
The eSeva centres typically consist of a 
dozen counters where clerks at computer 
terminals can complete, online and 
quickly, any of a menu of 32 transactions 
with the government. Customers, spared 
several visits to government offices, where 
queues grow like weeds, are enthusiastic. 
At present, about 600,000 households a 
month already use the service, launched 
18 months ago, in a city of 6m people. The 
centres are partnerships between the gov- 
ernment and private firms, which provide 
the hardware in return for transaction fees. 
The government supplies the staff. 
Thanks to the scheme, the government 
is cutting staff (through natural attrition, so »» 





Mice take no bribes 


> far). But for Mr Naidu and his admirers the 
main goals are “transparency, accountabil- 
ity and speediness”, and to “reduce the in- 
terface” between government and citi- 
zenry. This puzzling phrase recognises a 
sad truth: where public and government 
meet, corruption plays gooseberry. Not 
only do computers rarely solicit bribes but 
they make corruption more difficult by, for 
example, making tender documents 
readily available. 

All very well, say the critics: but what 
about the countryside? Mr Naidu is about 
to find out, as eSeva centres are opened 
across Andhra Pradesh. He expects the 
World Bank to provide $55m towards his 
plans. The obstacles are obvious: illiteracy, 
and the shortage of internet connections 
and electricity. Mr Naidu remains reso- 
lutely optimistic. Soon, he believes, every 
village will have a connection. In fact, one 
village went online in a blaze of publicity 
in January. It was a project of CyberGra- 
meen, a non-profit organisation set up by 
Krishna Prasad Tripuraneni, a telecoms en- 
trepreneur in Chennai, and uses wireless 
technology to offer digital entertainment, 
distance learning, tele-medicine and gov- 
ernment services. 

There are other ideas, such as basing 
terminals in schools or post offices. All face 
perhaps their biggest hurdle in finding the 
people to man the computers. Chris Ho- 
ban of the World Bank in Delhi thinks even 
that may not be insuperable. There are 
many 18-year-olds with 10-12 years’ 
schooling but no regular job. 

The chief minister wants to form a con- 
sortium providing e-government exper- 
tise elsewhere. But Mr Tripuraneni is 
doubtful about Mr Naidu’s hopes of 
achieving all his goals even in his home 
state. “The problem in India”, he says, “is 
that the good officers never have time." m 


East Timor 
Freedom's 
disappointments 


DILI 
Riots and incursions mar 
nation-building 


NDEPENDENCE has turned out to be a 

bittersweet pill for East Timor. After anti- 
government riots last year, the country has 
now been hit by a wave of militia incur- 
sions from West Timor, which is still part 
of Indonesia. With the United Nations' 
support mission due to leave next year, 
there is a growing danger that this experi- 
ment in UN nation-building could end up 
an embarrassing mess. 

The attacks from West Timor are be- 
lieved to have been carried out by East Ti- 
morese. Some 30,000 East Timorese re- 
main there, most with links to Indonesia, 
including militiamen wanted for crimes 
committed in 1999, when the East was still 
in Indonesian hands. The UN is in charge 
of national defence until it hands over to a 
locally-run defence force, but it has had no 
international staff in West Timor since 
three of its officials were murdered there in 
2000. However, its staff have gathered evi- 
dence against militiamen who committed 
crimes in East Timor and identifying their 
sponsors in the Indonesian army. 

A new problem is the growth of a 
quasi-religious organisation called Co- 
limau 2000, which operates in the border 
area. Its creed is a mixture of Timorese ani- 
mism and Roman Catholicism. There are 
fears that militiamen crossing the porous 
border from East Timor may infiltrate it. 

President Xanana Gusmao and his gov- 
ernment are more concerned with domes- 
tic matters. Most East Timorese are still ek- 
ing out a living as subsistence farmers, 
disappointed with the meagre fruits of in- 
dependence. The ruling Fretilin party has 
lost some of the glamour that brought it 
election victory in 2001. Its intentions are 
suspect. Opposition politicians believe it 
wants to establish a one-party state. Mari 
Alkatiri, the prime minister, said recently 
that Fretilin could be in power for 50 years. 

Mr Alkatiri is not at all popular. Some 
of his properties were destroyed in rioting 
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in Dili in December. His family, of Yemeni 
origin, owns substantial amounts of land 
around Dili. He is in the ascendant within 
Fretilin, but the party itself is divided. It in- 
cludes moderates whose views are close to 
those of the opposition. There is also a 
small but influential faction tied to Rogerio 
Lobato, minister of internal administra- 
tion, who before independence spent 
much time in Angola, where he once went 
to jail for diamond smuggling. 

As president, Mr Gusmao has been a 
stabilising influence so far. Before inde- 
pendence, Fretilin pushed through a con- 
stitution with a division of powers be- 
tween president and prime minister. 
Everyone knew that Mr Gusmao would 
win the presidency and cynics say the aim 
was simply to curtail his power. Mr Gus- 
mao is resented by hardliners in Fretilin for 
steering the party away from Marxist 
dogma. But he is formally commander-in- 
chief of the army and all the senior officers 
have personal ties of allegiance to him. 

With much bad blood from the past, a 
weak economy and the militias over the 
border poised to make trouble, many peo- 
ple are wondering whether there could be 
a new civil war. Mario Carrascalao, who 
was governor of East Timor for ten years 
under Indonesia, thinks probably not. 
These days, in poverty-stricken East Timor, 
there are simply not enough weapons 
about to have a civil war. 8 


Myanmar 


Deadlocked 


YANGON 
Talks with the junta are going nowhere 


HE head office of the National League 

for Democracy (NLD) certainly looks 
busier than it did last May, before Myan- 
mar's military junta released Aung San 
Suu Kyi, the party leader, from house ar- 
rest. Activists bustle backwards and for- 
wards brandishing sheaves of paper. A 
group of old ladies sell T-shirts depicting 
Miss Suu Kyi and her father, Aung San, the 
hero of Myanmar's independence strug- 
gle. Even the plainclothes police keeping 
an eye on things from the tea stall across 
the street look more alert. 

Too alert, explains U Lwin, the party 
spokesman. At the time of Miss Suu Kyi 's 
release, the military promised to let her 
and the NLD organise freely throughout 
the country, in preparation for negotia- 
tions on a return to democracy. But that 
agreement, and the dialogue it underpins, 
are beginning to break down. Although 
the NLD has reopened over 70 offices shut 


down by the military, some 300 more re- » 


32 Asia 


v 





| o Seiten, 
Not much to smile about these days 


main closed. Miss Suu Kyi has travelled to 
five of the country's ten states to rally party 
members. But on the last two trips, her 
supporters complained of harassment. In 
one incident, Mr Lwin says, the authorities 
tried to disperse a crowd with a fire hose. 
In another they dug up the road to prevent 
her reaching her destination. 

Although Miss Suu Kyi remains pub- 
licly optimistic about the prospects for re- 
form, her cheerfulness is beginning to ring 
hollow. Mr Lwin says there has been no at- 
tempt at substantive political negotiations. 
Razali Ismail, a former Malaysian dip- 
lomat who mediates between the two 
sides, has not even visited the country 
since November. One diplomat suggests 
thatthe trio of generals who head the junta 
feel particularly secure and unwilling to 
compromise after squelching dissent 
within the ruling elite last year. At any rate, 
the top brass has taken no action on even 
modest proposals, such as granting the 
NLD some role in soliciting and managing 
international aid. 

The regime is implementing all its 
promised reforms at the same crawling 
and halting pace. Last September, after 
years spent denying that forced labour 
even existed in Myanmar, the government 
allowed the International Labour Orga- 
nisation (ILO) to set up an office in Yangon 
to monitor its efforts to eradicate the prac- 
tice. Hong-Trang Perret-Nguyen, the new 
ILO representative, says that the civil ad- 
ministration in the central part of the coun- 
try no longer relies on forced labour to 
build canals, airports and railroads, as it 
did in the 1990s. But in the border regions, 
she says, the military still obliges farmers 
to carry their supplies, clean their barracks 
and build roads without pay. Villagers in 
the countryside echo her complaint, as do 
Burmese refugees in Thailand and numer- 





Cambodia and the Khmers Rouges 


|. The Economist March 22nd 2003 


Better this trial than none at all 


PHNOM PENH 


Agreement between the UN and the government 


OR more than four years the United 
Nations and Cambodia have been 
trying to reach an agreement that would 

put Khmer Rouge leaders on trial for 
genocide in an independent and impar- 
tial court. This week the two parties 
struck an outline deal on the arrange- 
ments for a tribunal. The prosecution 
will be handled jointly by Cambodia 
and the uN. Cambodian and foreign 
judges will preside Trials will be held in 
Phnom Penh, Cambodia's capital. 

The UN legal team originally aimed 
for a tribunal entirely under its own au- 
thority, like those for Rwanda and the 
former Yugoslavia. The crimes against 
the Cambodian people when the 
Khmers Rouges governed the country in 
1975-79 were so terrible that they were 
seen as of international importance, not 
simply a local matter. But China threat- 
ened to use its veto in the Security Coun- 
cil against such a plan, probably fearing 
that its reputation would be damaged by 
evidence of how closely it supported the 
Khmers Rouges over many years. 

The uN also found no favour with 
Hun Sen, the Cambodian prime minis- 
ter. It had allowed the Khmers Rouges to 
occupy Cambodia's seat in the General 
Assembly even after they were deposed. 
The uN for its part did not trust Mr Hun 
Sen to act impartially, were the tribunal 
to be run by Cambodia's government. 

The UN was once opposed to Cam- 
bodia's plan for a “mixed tribunal", say- 
ing it did not meet international legal 
standards, and a year ago it unex- 
pectedly pulled out of negotiations. But 
a number of states that took a special in- 
terest in Cambodia, notably France, the 
former colonial power, and Australia 
and Japan, urged the UN to continue 
talking. Now the UN and the govern- 
ment have decided to try to make a 
mixed tribunal work. The draft agree- 


ous human-rights groups. Yet all her 
suggestions of ombudsmen, investigation 
teams and the like have fallen on deaf ears; 
instead, the junta's grand plan to solve the 
problem, she says, consists of little more 
than translating decrees against forced la- 
bour into the languages of the minority 
groups living along Myanmar's frontiers. 
Observers view with similar cynicism 
the generals' decision in January to admit a 
delegation from Amnesty International 
for the first time ever. The delegates did 
conclude that the conditions in Myan- 
mar's jails had improved significantly 





ment now goes to the General Assembly 
and the Cambodian parliament for ap- 
proval. 

Two Khmer Rouge suspects are in 
custody: Ta Mok, a regional commander 
known as "The Butcher", and Kang Kek 
Ieu, called Duch, who ran a prison 
where thousands died. Two other top 
men, Khieu Samphan, the Khmers 
Rouges’ chief diplomat, and Nuon Chea, 
the number two in the regime, live in lib- 
erty in Cambodia. They deny being in- 
volved in atrocities, but are sure to be 
indicted. leng Sary, the first senior 
Khmer Rouge to surrender to the govern- 
ment, has been given a royal pardon, al- 
though it is unlikely to protect him. At 
any rate, only top leaders will be in- 
dicted: the Cambodians and interna- 
tional jurists agree that wide-ranging 
trials would be destabilising. 

All the suspects are getting old. Pol 
Pot, their leader, died in 1998. If trials are 
to be held at all, they must be soon. 
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since 1999. But they also pointed out that 
more than 1,200 political prisoners were 
still being held in them. Indeed, two days 
after Amnesty's team departed, in early 
February, the police arrested 12 more po- 
litical activists, including seven NLD mem- 
bers, for “anti-government activities". 

The junta’s least substantial step of late 
was a statement asking for America's “ad- 
vice on making the transition to a stable 
democracy". American officials say they 
never actually received a formal offer of 
talks. Butif they did, one adds, there would 
be plenty to talk about. = 


United States 


The president at war 


His father’s shadow 


WASHINGTON, DC 





George Bush is going to war in Iraq in a much stronger position at home than 


abroad. In 1991, it was the other way round 


T WAS certain, after September 11th 

2001, that Afghanistan would not be the 
only military campaign in the war against 
terror. The president's stress on states that 
sponsor terrorism, and on the threat posed 
by their acquisition of weapons of mass 
destruction, guaranteed that. It was also 
likely, if not certain, that Iraq would be the 
next target. Its connection with terrorists is 
a matter of dispute. But its pursuit of 
weapons of mass destruction made it hard 
for the president to ignore. 

So, on the night of March 19th, Mr Bush 
went on national television to announce 
that the disarmament of Iraq had begun. 
In doing so, he abandoned the arguments 
he had been using to justify for months an 
attack. At the United Nations, he had said 
that Iraq should be disarmed to enforce Se- 
curity Council resolutions. In a speech to a 
think-tank in Washington, he had sug- 
gested Saddam should be overthrown to 
spread democracy in the Middle East. 

But now he restated the argument he 
first used after the attacks in New York and 
Washington: Iraq's pursuit of weapons of 
mass destruction, and the danger that Sad- 
dam might co-operate with terrorists to 
use them, constitute a threat to America it- 
self. “We will meet that threat now,” he 
told the nation, "so that we do not have to 
meet it later...on the streets of our cities." 
He had said almost exactly the same thing 
two days earlier, as he gave Mr Hussein à 
48-hour ultimatium to leave Iraq. "The Un- 
ited States", he said, "has the sovereign au- 


thority to use force in assuring its own na- 
tional security." 

In other words, the president is justify- 
ing war with Iraq through the doctrine of 
pre-emption-the idea that preventive war 
is sometimes necessary in a world where 
terrorists can kill 3,000—or 300,000- peo- 
ple at a stroke. This claim, put forward last 
June in a speech to the military cadets at 
West Point, has been heard infrequently 
since. As America's UN diplomacy has 
failed, it has resurfaced. At his televised 
press conference about Iraq on March 6th, 
President Bush mentioned al-Qaeda five 
times. 

The re-appearance of pre-emption as a 
justification for military action may 
deepen divisions between supporters and 
opponents of war (if that is possible). The 
doctrine of pre-emption probably scares 
more people outside America than almost 
any other Bush policy. So compared with 
his father on the eve of the first Gulf war, 
the son is entering conflict with fewer in- 
ternational allies. 

The State Department has just pub- 
lished a list of 33 supporting countries, 
plus 15 that want to remain anonymous. 
But around 100 countries backed the first 
conflict. By chance, the Pew Global Atti- 
tudes Project, a respected international 
pollster, released a study this week of 
European opinion. It found unprece- 
dented levels of antagonism towards 
America. Big majorities view the country 
unfavourably: 84% in Turkey, 74% in Spain, 


The Economist March 22nd 2003 





Also in this section 
34 Where the troops come from 
34 War and the budget 
35 An execution stayed in Texas 
36 William Bratton hits LA 


37 Lexington: The snags of 
multilateralism 


71% in Germany, 68% in Russia, 67% in 
France. Britain was the only place where a 
plurality liked America. 

Yet at home Mr Bush’s position is stron- 
ger than his father's was. Public support is 
rising fast as Americans rally round the 
flag. That happened before the first Gulf 
war. But six weeks before conflict, the dif- 
ference was great: in December 1990, half 
of all Americans supported war; this Feb- 
ruary, the figure was two-thirds. This war 
is more popular. 

And there has been less political divi- 
sion over it. Before the first Gulf war, Con- 
gress passed a resolution narrowly ap- 
proving force along partisan lines (the vote 
was 52-47 in the Senate, 250-183 in the 
House of Representatives). Last October, 
the votes were 77-23 in the Senate, 296-133 
in the House. All the Democratic presiden- 
tial hopefuls voted in favour. 

That does not mean Democrats will not 
criticise the president if the campaign goes 
less well than expected (and expectations 
of a swift war run high). But it may put the 
younger Mr Bush into a better political po- 
sition than his father. The elder Bush's fate 
is a classic example of success in war 
bringing no benefit at election time. But 
the younger Bush starts from a stronger do- 
mestic position and has already shown, in 
the 2002 mid-term elections, that he can 
use national security as a vote-winner. 

George Bush has often been described 
as a gambler—on taxes, on the mid-term 
vote, and on Iraq, the biggest gamble of his 
career (far greater than the war against the 
Taliban, which was forced upon him). This 
gamble could reshape not only the world, 
but America's domestic policy. But such a 
transformation may happen in different 
ways. On the world stage, repercussions 
will flow in part from the strength of oppo- 
sition to the president's strategy. At home, 
they may well flow from the strength of his 
support. 8 
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Where the troops come from 





Don't mess with Texans 


ATLANTA 


Where the army gets its soldiers, and (oddly) the navy its sailors 


HO are the young men and 

women now going to war? A look 
at where America's armed forces come 
from reveals the continuing variety of 
the country. Two states, Texas and Flor- 
ida, account for nearly a quarter of the 
total: Texans alone make up 18% of the 
army. California (which provides 12% of 
the navy and 11% of the marines), New 
Jersey and Pennsylvania round out the 
top five states. In general, the navy gets a 
surprising number of recruits from the 
mid-west; the air force hails, on the 
whole, from the west, and from Alaska; 
marines come from all over. 

Soldiers—the people who do the hard 
work on the ground-tend to come from 
the obvious places. The harder-jawed a 
region, the likelier it is to put its young 
into the army. The generally Republican, 
pro-gun south contributes a lot more sol- 
diers than the Democratic north-east, 
both in absolute numbers and percent- 
ages of the regional population. A Texan 
is eight times more likely to be in uni- 
form than a New Yorker. 

The presence of military bases and 
arms-making firms also has an effect. 
Again, the south leads the way. Virginia 
has five army bases, Georgia four; Texas 
has eight air-force bases, Florida five, 
South Carolina and Georgia two each. 
Seven southern states have marines sta- 
tioned on their soil, including at Camp 
Lejeune in North Carolina, Camp Al- 
bany in Georgia and Quantico, in Vir- 


Budget wrangles 


Costing a bomb 


WASHINGTON, DC 


Will the war redefine fiscal policy? 


CROSS the globe, George Bush's deci- 
sion to invade Iraq is deemed a dra- 
matic change in America's foreign policy. 
It may also prove a pivotal moment for 
America's fiscal policy. Not only will there 
be the price-tag for war and reconstruc- 
tion, but the outcome will decide the 
course of Mr Bush's tax-cutting agenda. 
The White House has consistently re- 
fused to give any official estimates of the 
likely budgetary cost of the war. But the 
word this week was that the administra- 
tion would ask Congress for around $90 
billion within days of the first bombs drop- 





ginia. The arms-industry factor may help 
to explain why Washington state, which 
in politics leans to the Democrats but 
until recently was the home of Boeing, a 
huge defence contractor, offers many of 
its young people to the armed forces. 
The number of troops a state pro- 
vides is not always a clue to its political 
opinions: New Jersey's contribution, 
large for its size, has not prevented Presi- 
dent Bush’s approval-rating there from 
sinking back to pre-September 11th lev- 
els. But Mr Bush can take comfort from 
the fact that most of his men (and 
women) at arms come from, or are 
based in, friendly states, not least his 
own, almost-a-fifth-of-the-whole-army 
Texas. And he does not have to rely en- 
tirely on native-born Americans. The air 
force says it has more men born in Brit- 
ain than in admittedly tiny Delaware. 


ping. That would cover, it was said, the ini- 
tial costs of a war (around $60 billion) as 
well as war-related aid—especially for Is- 


rael—and more money for anti-terrorist ef- 


forts athome. This would be more than the 
cost of the first Gulf war ($80 billion in to- 
day’s dollars, but almost all of that was 
paid by others). It would also be higher 
than many in Washington expect. The 
Congressional Budget Office, for instance, 
recently put the costs of amonth-long war 
closer to $30 billion. But as a one-off cost 
equivalent to under 1% of America's GDP, 
$90 billion is not a fiscal calamity. 

No one, however, expects the spending 
impact of this war to stop there. Even if the 
military victory is quick, there is the cost of 
rebuilding Iraq and creating the demo- 
cratic regime Mr Bush envisions there, as 
well as the costs of possible military action 
elsewhere—and never mind more money 
for homeland defence. Though Mr Bush 
has declared his "sustained commitment" 
to rebuilding Iraq and compared it to 





America's commitments in Japan and Ger- 
many after the second world war, the 
White House has stayed silent about the 
costs and who will meet them. 

Private estimates, however, abound. A 
new report from a task-force on post-con- 
flict Iraq, sponsored by the Council on For- 
eign Relations, says reconstruction could 
cost some $20 billion a year for several 
years. Another study, by Bill Nordhaus of 
Yale University, suggests a minimum of 
$30 billion—maybe up to $105 billion—for 
reconstruction and nation-building. 

Numbers of this sort send shivers 
down the spines of many politicians, in 
both parties. Conservative Republicans, 
many of whom balked at the (compara- 
tively small) costs of American involve- 
ment in Kosovo, are unlikely to cheer at 
long-term commitments in the Gulf. Rob- 
ert Byrd, a tough top Democrat on the Sen- 
ate Appropriations Committee, made it 
clear this week that he would ensure the 
administration does not get a "blank 
cheque to support grandiose plans for re- 
gion-wide democracy". Even those law- 
makers who applaud Mr Bush's Iraq vi- 
sion fret about its long-term impact on a 
budget that is already spilling red ink. They 
fret all the more because Mr Bush seems 
determined at the same time to push 
through tax cuts whose revenue implica- 
tions make even the costs of post-war Iraq 
pale. 

Mr Bush's "jobs and growth" package, 
unveiled in January, proposed $670 billion 
of tax cuts over ten years. His formal bud- 
get was even bolder: $1.3 trillion worth of 
tax cuts over the next decade, and no pre- 
tence at trying to balance the budget. 

Despite a massive sales effort by Mr 
Bush's economic team, these tax-cut plans 
have hit trouble in recent weeks, particu- 
larly in the Senate. Most Democrats de- 
cried the proposals as budget-busting tax 
cuts that benefited the rich. But a number 
of Republicans were also dubious about 
the prudence of another big tax cut with 
the deficit growing and America about to 
go to war. The Congressional Budget Office 
now expects this year’s budget deficit (ex- 
cluding the costs of a war with Iraq) to hit 
$246 billion. Over the next decade, it 
claims, Mr Bush's budget would result in a 
deficit of $1.8 trillion—and that, too, before 
Iraq-related spending. 

The tax-cut advocates were undeterred. 
Republican leaders in both the House and 
the Senate tried hard to pass a “budget 
resolution” before the Iraq war started, to 
make room for Mr Bush's $670 billion tax 
cut. Once in the budget resolution, the 
individual parts of a tax cut would be- 
come filibuster-proof, needing only 50 
votes rather than 60 to clear the Senate. 

As The Economist went to press, the out- 
come of this political theatre was unclear. 
In the House of Representatives, top Re- 


publicans were pushing a plan that in- » 





> cluded Mr Bush's tax cut but was far 
tougher on spending, and included cuts in 
Medicare, the health-care plan for Amer- 
ica’s elderly. But with several moderate Re- 
publicans publicly opposing such cuts, it 
was unclear whether this could get the 218 
votes needed to pass. 

In the Senate, the Republican leader- 
ship was pushing a framework that looked 
more like Mr Bush's. But here, too, passage 
was uncertain. Four senators—two from 
each party-have vowed to support tax 
cuts of only $350 billion, half of what Mr 
Bush wants. Other senators are loth to sup- 
port any tax cuts at all until the costs of an 
Iraq war become clearer. 

A quick military victory would dra- 
matically boost Mr Bush's political capital. 
If he uses that capital to insist on big tax 
cuts, the bandwagon will be hard for any 
budget hawks to resist. If the war goes 
badly, though, the immediate military 
costs may be higher, but the prospect of 
big tax cuts will fade too. That is why, para- 
doxically, a successful war may have big- 
ger fiscal effects than a failed one. = 


Executions 


The needle paused 


Texas produces another case for doubt 


INUTES before the needle was due to 

go into the arm of Delma Banks last 
week, inserting into his system the cocktail 
of drugs that would kill him, the Supreme 
Court halted his execution in Texas to con- 
sider his latest appeal. Mr Banks was con- 
victed of murder and robbery 23 years ago. 
But his trial seems to have been such a 
shambles that a team of former federal 
judges and prosecutors, led by William 
Sessions, an ex-director of the FB1, filed a 
brief with the Supreme Court maintaining 
that the prosecution suppressed evidence 
that would have exonerated Mr Banks, 
paid one hostile witness, and allegedly 
pressed another into committing perjury. 
They also claim that the defence lawyer 
was incompetent. 

Mr Banks's case is not an isolated one. 
Next week the Supreme Court hears oral 
arguments in the case of Kevin Wiggins, 
who has been on death row since 1989. 
The case against Mr Wiggins, convicted of 
murdering and robbing a 77-year-old 
woman in Maryland, was so flimsy that at 
one stage a federal judge not only over- 
turned his death sentence but threw out 
his murder conviction as well, concluding 
that “no rational finder of fact could have 
found Wiggins guilty of murder beyond a 
reasonable doubt.” Despite this, the pros- 
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ecutors appealed and the Fourth Circuit 
court of appeals reinstated his conviction 
and death sentence, although the court's 
chief judge admitted that he could not “say 
with certainty" that Mr Wiggins had com- 
mitted the murder. 

The issue before the Supreme Court in 
both cases is not the guilt or innocence of 
these men-although there is clearly doubt 
that either is guilty—but whether the law- 
yers defending them were competent by 
the standards which the court set down in 
a 1984 ruling. In that ruling and subse- 
quent ones, the Supreme Court has strug- 
gled toimprove the nation's legal system to 
ensure that innocent people are not exe- 
cuted, as well as to stem the endless flow 
of death-row appeals that have weighed 
so heavily on the courts. The cases of Mr 
Banks and Mr Wiggins seem to indicate 
that those efforts have failed. 

But that may be the wrong conclusion. 
Alarmed by the prospect of innocent peo- 
ple being executed, politicians have joined 
America's judges to try to improve the 
"machinery of death", as one Supreme 
Court justice once called it. Their efforts 
may yet produce results. 

The best-known example of this was 
the decision in January of the departing 
Republican governor of Illinois, George 
Ryan, to commute the death sentences of 
167 death-row inmates to life imprison- 
ment. This followed a three-year morato- 
rium on executions in the state after 13 peo- 
ple awaiting execution had been 
exonerated. Mr Ryan's successor is keeping 
the moratorium in place until the state's 
death-penalty system can be overhauled. 
Maryland has imposed a moratorium on 
executions for the past two years. And this 
month Houston's mayor asked Texas's 
governor to declare a moratorium on 16 
death-penalty cases after the local police 
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department's crime lab was found to be so 
shoddy that it had to suspend DNA testing. 

The understandable concern about 
miscarriages—107 death-row inmates have 
had to be released since 1973—masks the 
fact that, over the past few years, there has 
been a gradual improvement in the sys- 
tem. Many states now pay more for spe- 
cialised public defenders in death-penalty 
cases. Many prosecutors have become 
more discriminating, calling for death only 
in the worst cases. 

More states now have life sentences 
without parole as an alternative to the 
death penalty in murder cases, as well as a 
requirement that juries be told clearly that 
this is an option. When offered this choice, 
reports Richard Dieter of the Death Pen- 
alty Information Centre, more juries now 
seem to be choosing life sentences. The 
number of death sentences dropped by 
50% between 1998 and 2001 and may have 
fallen still further in the past two years. 
And reform is continuing. New ideas have 
been floated, such as imposing the death 
penalty only in cases where guilt can be 
determined to a higher standard than nor- 
mal—beyond any, rather than just a rea- 
sonable, doubt. 

Because most Americans still support 
the death penalty in principle, abolition- 
ists have had little choice but to welcome 
reform, even if it means improving a sys- 
tem they oppose. But can reform alone 
avoid future cases like those of Mr Banks 
and Mr Wiggins? Mr Dieter does not think 
so. "As the death penalty becomes rarer, it 
will come to seem more arbitrary," he 
says, "and mistakes will continue to be 
made." By then, abolition may also appear 
more plausible to the public, and less 
controversial. In other words, if America 
ever abandons the death penalty, it is like- 
lierto be with a whimper than a bang. 8 
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Policing 


Don’t mention the war 


LOS ANGELES 


A delicate task for William Bratton in Los Angeles 


IS Boston vowels are flatter than the 

Valley floor that bakes beneath the 
Los Angeles sun. William Bratton, chief of 
the Los Angeles Police Department (LAPD) 
since October, could never be mistaken for 
a native. But as he sits in yet another 
church hall, in front of yet another audi- 
ence of “activists” and “advocates”, re- 
formed gang-members and nervous par- 
ents, the chief is listening hard, absorbing 
local lore. Angelenos are attracted by the 
hope of a safer city, but wary of the heavy 
hand that might impose it. 

Mr Bratton brought a glowing reputa- 
tion from the east coast. He licked crime in 
New York, where he was police commis- 
sioner from 1994 to 1996. Adopting the the- 
ories of sociologists who believe that 
small rents in the social fabric invite bigger 
crimes, he tackled petty disorder and “bro- 
ken windows”. Violence, from murders 
down, dropped spectacularly. 

Several things helped: a bigger budget 
and more policemen, a demographic dip 
in the number of young men, and the sup- 
port of Rudolph Giuliani, the mayor at the 
time. Los Angeles offers few of these ad- 
vantages, and several stiff challenges. The 
9,000-strong LAPD is stretched far more 
thinly than New York's force. Its reputation 
for brutality—seared in the city's memory 
by the beating of Rodney King in 1991—and 
for corruption, most recently exposed in 





the trials of officers from an anti-gang unit 
that ran wild in the Rampart district, have 
leftthe LAPD bruised and loathed. 

Mr Bratton's opening volley on gangs, 
which he sees as a greater scourge in LA 
than the Mafia was in New York, was 
therefore ill-judged. He declared “war”, 
promising to take back the streets. But to 
those who live where the gangs operate, 
the military language sounded all too fa- 
miliar and likely to lead to familiar ex- 
cesses. Even adapting "broken-windows" 
theory to LA by cracking down on graffiti, 
which often mark gang turf, sounded like a 
licence to hassle young blacks and Latinos. 

But Mr Bratton is a more sophisticated 
politician than his predecessors, who re- 
coiled in the face of criticism. He cultivates 
what he sees as his many constituencies, 
attending meetings, giving speeches and 
buttering up the rich at restaurants with 
the energy of a man running for office. In 
LA, where government is divided and 
many groups have a say in decisions, this 
skillis valuable. Mr Bratton spends time on 
the churches and neighbourhood orga- 
nisations in gang-ridden areas such as 
South Central; when they told him that 
talk of “war” was not a good tactic, he qui- 
etly dropped it. 

He has made friends in plusher neigh- 
bourhoods, too. The LA Police Foundation, 
a charity set up in 1998 to raise money for 
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items not included in the police depart- 
ment budget, such as first-aid kits, raised 
about $200,000 last year. Mr Bratton has 
already drawn $300,000 in new dona- 
tions from the likes of Eli Broad, a property 
developer and one of LA's richest patrons, 
and from Jeffrey Katzenberg and David 
Geffen, two of the men who run Dream- 
Works. Within months he hopes to have 
raised $2m, which will be spent on hiring 
consultants to work out how best to reor- 
ganise and reorder the department. 

Mr Bratton also courts the press, for 
which he has provided a stream of stories. 
Within weeks of his arrival he had asked 
all senior police officers for letters describ- 
ing themselves and proposing new ideas, 
and used these to guide a burst of promo- 
tions, reassignments and sackings. He has 
ordered detectives away from their desks 
and out into the field to solve crimes. He 
has dismissed as inadequate a half-com- 
plete, forgotten internal inquiry into the 
Rampart scandal, and demanded a fresh 
inquiry by outsiders. 

Almost the only people immune from 
his wooing have been the producers of 
LA's abysmal television news. In February 
Mr Bratton asked them, publicly, not to 
keep broadcasting live coverage of car 
chases, watched by too many people hop- 
ing to see crashes and violence. (They get 
alerts to their pagers when a chase starts.) 
The police reckon that such coverage en- 
courages show-offs to embark on wild es- 
capades, and gives the impression of a city 
rife with crime. But the broadcasts go on. 

One of the first jobs for Mr Bratton's 
consultants, in LA as in New York, will be 
to set up CompStat, a database that allows 
the police to analyse patterns of crime. 
Tom Hayden, a leftish Democrat who used 
to represent an LA seat in the state Senate, 
maintains that the city needs an indepen- 
dent log of statistics, rather than leaving 
the police to analyse the data and shape 
them as they like. Not all violence in gang 
neighbourhoods is gang violence, he ar- 
gues, but it often gets reported that way to 
justify a more heavy-handed approach. 
Proposition 21, passed by California's vot- 
ers in 2000, increases the penalties for va- 
rious crimes if they are done by gangs; and 
California's three-strikes law, just upheld 
by the Supreme Court, is the harshest in 
America. Anyone caught spray-painting 
graffiti, if he does more than $400-worth 
of damage and it is his third felony, may 
now go to jail for 25 years. 

Tough enforcement of these laws might 
remove gang-members from the streets 
and cut the crime figures; but it would also 
increase the strain on California's prison 
system, where gangs flourish and where 
many small-time troublemakers are hard- 
ened into villains. If Mr Bratton is to win 
the approval of La’s honest citizens, he 
will have to teach his officers the lesson he 
learned himself—less war and more jaw. m 
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Lexington | The snags of multilateralism 


The time for diplomacy is over, as Colin Powell said. Lessons can be learned from its demise 





RYING to do it through the United Nations has failed. During 

the coming days, and maybe weeks, the only thing that mat- 
ters will be how the war goes. Little point, it might seem, in ask- 
ing why America's attempt to get a second UN resolution in 
support of an attack on Saddam Hussein ended as it did. Yet the 
answer matters, not just for the light it casts on diplomacy at an 
uncommonly tense moment but for the future of transatlantic 
ties and certainly the UN itself. 

For some people, America's failure sprang fully-formed from 
the Bush administration's indifference to the international rules 
of polite society. Critics have complained since the administra- 
tion took office that it was unnecessarily alienating allies and 
that, at some point, it would pay a price. The administration re- 
plied: What price? We are powerful enough to lead. Others will 
follow. But the Iraq debate shows that this is not always true. 

The perceptions of arrogance made America's job at the UN 
harder. But "American unilateralism" cannot be the whole story, 
for a simple reason: it did not stop Colin Powell, the secretary of 
state, winning the Security Council's unanimous approval of 
Resolution 1441. True, this did not remove American scepticism 
about other multilateral institutions—the International Criminal 
Court, for instance. Nor did it mark a permanent shift in the ad- 
ministration's balance between hawks and doves: Vice-Presi- 
dent Dick Cheney remained dubious all along. 

Nevertheless, on the specific issue of Iraq, President Bush's 
speech to the UN on September 12th, and the diplomacy that cul- 
minated in Resolution 1441, represented a serious attempt to pur- 
sue American aims through the Security Council. The president 
couched his case against Saddam in terms of international law: 
he argued that the UN, for its own credibility, needed to enforce 
resolutions as well as pass them. 

So what went wrong? One school of thought says that going 
the UN way was bound to fail because America and France had 
fundamentally different objectives. There is something to this. 
France seemed to treat the Iraq issue chiefly as part of a wider ar- 
gument about the need to restrain American power. It claimed it 
was open to negotiation, but made no attempt to negotiate its 
difference with America. It rejected the suggested second resolu- 
tion even before Iraq did. 


But, however irresponsible the French were, this does not ex- 
plain why America could not get a majority in the Security 
Council for a second resolution, even if this might have proved 
subject to an “unreasonable” French veto. It is this narrower fail- 
ure that is the real charge against the administration. 

America has zigged and zagged about a second resolution. 
On January 31st Mr Bush said he did not need one. On February 
24th he joined Britain and Spain in proposing one. In early 
March American officials were saying they opposed the idea of 
new "benchmarks". On March 12th Ari Fleischer, the White 
House press secretary, said "the president very much appreci- 
ated the United Kingdom's benchmarks." At a press conference 
on March 6th Mr Bush said America would demand a vote on a 
second resolution because “it’s time for people to show their 
cards." On March 17th America, Britain and Spain pulled away 
from a second resolution, without a vote. 

This mess was the result of a twofold failure: not persuading 
Russia to abstain, and not persuading the six undecided mem- 
bers of the Security Council to vote for a resolution. 

Russia should have been persuadable. Friendship with 
America is a pillar of President Vladimir Putin's foreign policy. 
His opposition was never as absolute as Jacques Chirac's. Yet, 
after an opening burst of activity, American diplomacy flopped. 
Mr Powell did not even go to Moscow. The contrast with the first 
Gulf war is sharp. In the months before it started, the then secre- 
tary of state, James Baker, made 41 international visits. 

America might also have persuaded the six undecided mem- 
bers. For most of them, the UN is their main instrument for en- 
gaging with the world. They were not opposed to a second 
resolution, but did not want to be forced into choosing between 
America and "the international community". Several said they 
would have been willing to back a compromise, with precise de- 
mands on Saddam and a longer timetable. Had such a proposal 
been made earlier, it might have worked. Canada floated the 
idea in February. The administration called it a non-starter. 


Not a disaster, just a pity 

None of this means that going the UN route was a total failure. 
Resolution 1441 stands. Messrs Bush and Blair tried to get inter- 
national backing, with some success—outside the Security 
Council. America's position is stronger than it would have been 
had Mr Bush followed Mr Cheney's advice and ignored the UN. 

Nor does it mean that America will now turn its back on the 
UN, even though in the matter of France the accumulated poison 
will surely linger in the American bloodstream. At some point, 
the administration may well think about changes to the struc- 
ture of the Security Council to weaken the power of permanent 
veto-holders such as France. When it does, it will remember that 
the council helps it protect one of its friends, Israel. And the UN, 
at least as a "service organisation", could be a useful means of 
helping to rebuild Iraq. 

That said, America is going to war without the really broad 
coalition it wanted. It will fight in the face of implicit Security 
Council opposition, because that second resolution would not 
have passed. To be sure, no one can be certain that better di- 
plomacy would have produced a better result. The French might 
still have vetoed everything. But it would have left America look- 
ing a lot better. Instead, Mr Bush is left with the hope that war it- 
self, by demonstrating Saddam's crimes, will provide the 
justification that eluded America's diplomats at the UN. 8 
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Argentina’s presidential election 





Hard times, same old politics 


BUENOS AIRES 


The campaign for a wide-open election reveals more continuity, personified by 
Carlos Menem (above), than change. Unfortunately 


T FIRST glance, Buenos Aires still looks 
like an opulent European city, its well- 
dressed citizens hurrying to work in the 
late-summer sunshine along streets still 
lined with boutiques and bookshops. Yet 
the new Argentina is not hard to find. Each 
evening at dusk, the streets are invaded by 
well-organised armies of gleaners, who 
spread the city’s rubbish out on the pave- 
ments and sort through it for neglected 
treasures. Drive 45 minutes or so out into 
the city’s rustbelt, and Argentina’s new 
poverty is all around. 

In El Tambo, a poor district of La Ma- 
tanza, a sprawling formerly-industrial sub- 
urb of 1.3m, community leaders say that 
some 80% of adults lack formal jobs. In the 
health post, a couple of bare rooms with a 
broken computer, the consequences are 
starting to show. “We can't say that malnu- 
trition is common. But 12-15% of the chil- 
dren we see are below the normal weight 
for their height, and there are some acute 
and chronic cases,” says Rubén Falconi, a 
doctor at the post. 

Itis 14 months since Argentina declared 
a debt default and devalued the peso. 
Since the middle of last year, the interim 
government of President Eduardo Du- 
halde has managed to halt the economy’s 
free fall. There are now incipient signs of 
recovery. Roberto Lavagna, the economy 
minister, reckons that GDP could expand 
by 4% this year. But living standards have 


crashed. Unemployment stands at 18%, 
while real wages fell by up to 40% last year. 
Some 58.5% of Argentines, or 22m people, 
now live in poverty (defined as a monthly 
income of less than 750 pesos [$242] for a 
family of four), compared with 38.5% in 
December 2001; 28% are in extreme pov- 
erty, double the figure of a year ago. 

This newly-impoverished country is 
due to vote for a new president on April 
27th. One might expect the election to pro- 
duce radical change. A year or so ago, an 
angry middle class, furious that their dol- 
lar savings had been turned into devalued 
pesos, made common cause with the pi- 
queteros, protesters from the unemployed 
underclass of places like El Tambo. What 
they seemed to have in common was a ha- 
tred of all politicians, summed up in the 
chant Que se vayan todos! (Kick them all 
out!). In December 2001, street protests 
had helped to kick out first President Fer- 
nando de la Rua, who resigned, and then 
Adolfo Rodriguez Saa, whom Congress ap- 
pointed as a caretaker. The traditional par- 
ties, the populist Peronists and Mr de la 
Rua's middle-class Radicals, who between 
them had dominated Argentine politics 
for half a century, were dead, it was confi- 
dently asserted. 

Not quite. Argentines have now turned 
their backs on insurrection—the divided pi- 
quetero movement is no longer very popu- 
lar. Most people say they will vote, even if 
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they are not enthusiastic. (“There’s always 
a less-bad candidate,” says Dr Falconi.) 
And the traditional parties still dominate. 
But like protozoa, they have multiplied by 
fission. The opinion polls show no candi- 
date with support of more than 20%, but 
five with more than 10%. Three of these are 
Peronists, and two are former Radicals. 

With only five weeks to go, much is 
thus uncertain about the election. But the 
pundits say two things are probable: that 
the winner will be a Peronist, and that, for 
the first time, Argentina will have a run-off 
ballot. This run-off might well be between 
two Peronists: Néstor Kirchner, the gover- 
nor of a Patagonian province who has Mr 
Duhalde's backing, and Carlos Menem, 
Argentina's president from 1989-99. 
Broadly speaking, that would be a contest 
between centre-left and centre-right. Even 
so, to many outsiders, it would seem in- 
conceivable. After all, Mr Menem's second 
government paved the way to the collapse 
with its fiscal irresponsibility and his rule 
was tainted by corruption scandals. And 
Mr Duhalde’s mishandling of the devalua- 
tion did much to increase its costs. 

In fact, there are a few more signs of po- 
litical renewal than such an outcome 
might suggest. On the right, Ricardo López 
Murphy, a liberal economist and former 
Radical minister, has founded a new party. 
He argues that the next government 
should offer better emergency help to the 
poor, but not promise other things for 
which it lacks resources. Rather than ideol- 
ogy, he stresses "rules and institutions", 
both of which Argentina has lacked. He 
has climbed to 10% in the polls, but lacks 
money. That is going to Mr Menem. But Mr 
López looks to have a political future. 

On the left, some of the neighbour- 
hood assemblies that flourished during 
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last year's protests have survived, as the » 





> germ of anew civic movement. And some 
of the piqueteros plan to launch a new 
party, taking Brazil’s Workers’ Party as its 
model. Elisa Carrió, another former Radi- 
cal, also fancies that she might emulate 
Brazil’s Lula. 

But instead of Lula, Argentina has Pero- 
nism. Many Argentines revere the move- 
ment’s founders, Colonel Juan Domingo 
Peron and his wife Evita. “There is still a 
powerful Peronist subculture among the 
poor”, argues Jose Nun, a political scientist 
at San Martin University. Many have 
photos of Evita in their homes and con- 
sider her a saint. Peronism is a movement 
that has always valued leadership rather 
than ideas. It has nonetheless suffered a 
devastating split. Since the late 1990s, the 
rivalry between Mr Menem and Mr Du- 
halde has rent Peronism asunder. This 
year, for the first time, the Peronists have 
failed to unite behind a single candidate. 
As well as Mr Menem and Mr Kirchner, 
there is a third Peronist candidate, Mr Ro- 
driguez Saá, a provincial governor with 
the smile and some of the fascist notions 
of Perón himself. There are fears that this 
internecine rivalry could result in electoral 
violence and fraud. 

Paradoxically, economic collapse has 
extended Peronism's lease on Argentina's 
political life. After military dictatorship 
ended in 1983, many Argentines hoped 
that their country was moving towards a 
modern democracy. But as Rosendo Fraga, 
a political analyst, points out, old-fash- 
ioned methods of political control have re- 
turned. Mr Duhalde has restored social or- 
der with a programme of hand-outs, 
under which 2.4m families, or 18% of the 
labour force, get a payment of 150 pesos 
per month, as well as some free food. It is 
badly targeted, but it has calmed the 
streets; the piqueteros now administer the 
programme in places like El Tambo. 

Mr Menem, too, is focusing his cam- 
paign on the new poor: at his rallies, he 
promises to end hunger, and reminds his 
audience that they lived better when he 
was president. He nolonger arguesthat Ar- 
gentina should adopt the dollar, but 
would align himself with the United 
States and local businessmen. Mr Kirchner 
is more interventionist, but not much. 
Aides say he would cancel the contracts of 
some of the privatised utilities (especially 
railway companies), and recover a "golden 
share" in the state oil company. 

Even if the next government is broadly 
populist, it will lack the money for statist 
experiments, as Mr Duhalde has found. If 
it is to turn incipient stability into econ- 
omic recovery, it will have to renegotiate, 
and resume paying, the public debt. Mr 
Duhalde has avoided doing anything that 
might make him even more unpopular. 
His successor will lack that option. Over 
the next few months, Argentina's old poli- 
tics faces new tests. 8 


Brazil's economy 


Palocci's potion 


SÁO PAULO 


Painful remedies start to pay off 


NTONIO PALOCCI, Brazil’s finance 
minister, is on his way to acquiring the 
aura of infallibility that surrounds the 
most successful members of his guild. 
Since an election last October brought to 
power the leftist Workers’ Party (PT), 
which has a history of anti-market slogan- 
eering, Mr Palocci has worked to reassure 
sceptics that Brazil would pay its debts, 
curb its budget deficits and tame inflation. 
He seems to be succeeding. Brazil's cur- 
rency, the real, has appreciated (see chart. 
The risk premium that investors demand 
for holding Brazilian debt has dropped 
from nearly 20 percentage points in Octo- 
ber to just above ten now. Mr Palocci "is 
doing impeccable work," says Octavio de 
Barros, of BBVA Banco in Sao Paulo. That 
will last, Mr de Barros thinks, as long as 
Brazil's new president, Luiz Inacio Lula da 
Silva, backs his minister. 

This backing seems likely to continue. 
Mr Palocci, a medical doctor, is inflicting 
pain. But his approach is paying off. With 
his blessing, the central bank has twice in- 
creased its benchmark interest rate this 
year, to 26.5%. That has helped to boost the 
real, and started to curb a dangerous spike 





in inflation. Consumer prices rose by 1.57% 
in February, about 0.7 percentage points 
less than in January. 

Inflation is still way above the central 
bank's (upwardly revised) target for this 
year of 8.5%. Some analysts argue that the 
bank should raise rates again, to kill infla- 
tion quickly. But on March 19th, its mone- 
tary-policy committee opted to leave rates 
unchanged, though with an "upward 
bias". The bank presumably reckons that 
its medicine is already working. 

Mr Palocci was also quick to tighten fis- 
cal policy. He has thus managed, so far, to 
insulate Brazil from nerves about war in 
Iraq. In that, he has been aided by an ex- 
traordinary turnaround in the balance of 
payments, helped by the real's devalua- 
tion last year. The current. account deficit 
was just $7.9 billion (or 1.8% of GDP) last 
year, down from $23.2 billion (4.6% of »» 
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> GDP) in 2001. So Brazil needs to borrow 
less from international markets. Com- 
bined with Mr Palocci's policies, this has 
made investors less nervous. So external 
debt can be rolled over more cheaply, and 
Brazil may soon be able to issue new 
bonds in the international market. 

All of this, plus planned reforms of 
pensions, taxes and bankruptcy proce- 
dures, should eventually deliver a virtu- 
ous circle of lower inflation and interest 
rates, higher growth, more jobs and thus 
more government spending to alleviate 
poverty. Sadly, the pay-off is not immedi- 
ate. The government forecasts growth of 
2.8% this year; many forecasts by private 
economists are lower. 

The lag is already eroding the popular- 
ity that Lula depends upon to push 
through reforms. According to one poll, re- 
spondents who rate his government as 
"good" or “very good" dropped from 57% 
in January to 45% in March. But Lula still re- 
mains very popular—and more so than his 
government. His critics on his party's left- 
wing regard this as early proof that the gov- 
ernment's orthodox economic policies are 
failing. There is muttering in Brasilia, the 
capital, about a "Plan B", which would 
abandon Mr Palocci's rigours. 

Lula and the bulk of the Workers' Party 
are keeping their nerve. At a meeting last 
weekend, the party's 79-member national 
directorate defended Mr Palocci's policy of 
tight budgets and high interest rates. It also 
endorsed, with some qualifications, pen- 
sion and tax reforms which are crucial to 
sustaining investor optimism. But those 
measures, which must survive public de- 
bate and congressional veto, are only 
partly in Mr Palocci's capable hands. m 


Bolivia's democracy 
Rescued, for now 


LA PAZ 
Outsiders have rallied to save the 
government 


IME was when Bolivia was poor but 

progressing. After democracy was re- 
stored in 1982, reform and steady econ- 
omic growth followed. Then came reces- 
sion, thanks to neighbours' woes and an 
American-backed drive against the coca 
leaf. Even so, an explosion of violence and 
looting last month which almost toppled 
President Gonzalo Sánchez de Lozada just 
six months into his term, came as à pro- 
found shock. It has prompted much heart- 
searching over the future of democracy in 
Bolivia—and some efforts to help. 

The public finances were one factor be- 
hind the violence, in which 31 died as sol- 
diers exchanged fire with striking police- 


El Salvador's election 
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Guerrillas out of the mist 


SAN SALVADOR 


A half-hearted swing to the left 


since 1989, when the country 

was still in the midst of a civil war, El 
Salvador’s government has been in the 
hands of the conservative Nationalist 
Republican Alliance (Arena). Might that 
dominance be drawing to a close? So it 
might seem on the evidence of an elec- 
tion on March 16th for the country’s 84- 
seat Congress and 262 municipalities. 
This saw gains for Arena’s opponents in 
the civil war, the former guerrillas of the 
leftist Farabundo Marti National Libera- 
tion Front (FMLN). 

Thanks in part to Arena's free-market 
reforms, El Salvador's economy has per- 
formed better than those of most of its 
neighbours, despite the civil war and 
two dreadful earthquakes in 2001. But 
the FMLN's enduring strength testifies to 
the belief of many Salvadoreans that 
they have yet to feel much benefit from 
the reforms. For example, popular sup- 
port for a six month strike by doctors, 
protesting against the feared privatisa- 
tion of the National Social Security Insti- 
tute, seemed to hurt Arena. 

The FMLN's chief electoral prize was 
to retain the job of mayor of San Salva- 
dor. The incumbent, Héctor Silva, had 
left the party, fed up with infighting. 
Arena fielded a strong candidate, Evelyn 
Jacir de Lovo, a former education minis- 
ter. But she was roundly defeated by 


men in the centre of La Paz, the capital. The 
IMF wanted the government to cut its defi- 
cit from 8.6% of Gp» last year to 5.596: this 
involved a freeze in public-sector pay and 
an unpopular income tax. The 1Mr has 
quickly agreed to soften the target, to 6.595. 
The gap will be plugged with $100m in 
loans from the World Bank and the An- 
dean Development Corporation. The Un- 
ited States has offered an extra $14m in aid. 

The violence also exposed the weak- 
ness of the political grip of Mr Sánchez, a 
businessman and a successful president of 
Bolivia from 1993-97. Though he won only 
22.5% in last year's election, he seemed to 
have put together a solid coalition. But he 
lacks capable political advisers. Above all, 
he faces some rough opponents. 

Mr Sánchez claims that behind police 
discontent lay “a carefully thought-out 
plan to change the democratic system"— 
including an attempt to kill him. He has in- 
vited the Organisation of American States 
to investigate. Discontent within the army 
is also growing. It is called out to handle 
protests fairly often, but feels otherwise ig- 
nored. "The day is getting closer when they 


Carlos Rivas Zamora, a little-known 
FMLN lawyer. In Congress, the FMLN re- 
couped six seats that it had lost when 
moderates defected from it. But Arena, 
with allies, will retain a slim legislative 
majority. 

Will it also retain the presidency in a 
year's time? Noting that it gained a larger 
share of the popular vote than Arena, 
the FMLN is hopeful. But only 40% of the 
electorate turned out. That points less to 
enthusiasm for the left than disillusion 
with politics. And while Salvadoreans 
may be happy for the Front to run their 
town halls, they may be more reluctant 
to put it in charge of the economy. 





Red mayor, red president? Or maybe not 


will call us and we won't come,” says an 
officer. 

Bolivia has never been short of social 
grievance, but for two decades this was 
channelled democratically. Will that con- 
tinue? Manfred Reyes, a former army cap- 
tain with links to the barracks, insists that 
fraud denied him victory in the presiden- 
tial election (he won 20.9%); he is still em- 
bittered and, some say, indebted. Evo Mo- 
rales, who came second, is trying to marry 
coca farmers with hard-left union and In- 
dian farmers' leaders. The illegal-drug in- 
dustry waits in the wings. 

Ordinary Bolivians are bitterly op- 
posed to foreign investment in the coun- 
try's natural resources. That dates back to 
Spanish colonial exploitation of the fabu- 
lous Potosí silver mine. So Bolivia remains 
dependent on foreign aid, while it sits on 
bounteous undeveloped wealth. An am- 
bitious natural-gas project could almost 
double Bolivia's legal exports. But Mr Mo- 
rales, who offers few policy alternatives, is 
preparing to call his troops on to the streets 
against it. Bolivians should enjoy their de- 
mocracy while they still can. = 
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Burundi's peace process 


On a knife edge 


BUJUMBURA 


^ m 


A small and bloodied central African nation struggles to make peace 


N MAY DAY, Burundi is supposed to 
get a new president. Pierre Buyoya, à 
Tutsi, is committed to cede power to a 
Hutu, Domitien Ndayizeye. If the hand- 
over goes as planned, it will mark an un- 
usual triumph for peacemakers. But Mr 
Buyoya has reason to be nervous. The last 
time he stood down as president in favour 
of a Hutu, after a 1993 election, the Tutsi- 
dominated army refused to accept the re- 
sult, and assassinated the new president. 
This sparked a civil war that has killed 
300,000 Burundians and prompted 1.2m 
to flee their villages. Many others now 
tend their manioc fields by day but sleep in 
the bush, rather than in their homes, to 
avoid nocturnal encounters with gunmen. 
Despite this awful precedent, outsiders 
think that the handover is an essential step 
towards peace. It is one of the terms of a 
peace agreement signed by Mr Buyoya and 
seven Hutu groups in 2000, and is also 
written into Burundi's latest constitution. 
The main precondition for the handover, a 
ceasefire with armed Hutu groups, was 
signed last December. But one group of 
diehards has persistently refused to make 
peace, and the fighting has actually grown 
worse since the ceasefire was signed, even 
among the groups that signed it. So at the 
beginning of this month, Mr Buyoya called 
for a national “debate” on whether he 
should stand down. 
Burundi has roughly the same ethnic 
mix as Rwanda: a Hutu majority and a 


Tutsi minority. Despite their numbers, Tut- 
sis dominate: for most of the past three de- 
cades, the government has been run by a 
single Tutsi clan from the region of Bururi. 
The Tutsi elite control the coffee trade (Bu- 


rundi’s only significant export), share gov- 


ernment jobs out among themselves, and 
grab the bulk of foreign aid. 

Hutus have often rebelled, and been 
crushed. Hundreds of thousands died in 
ethnic clashes in 1965, 1969, 1972, 1988 and 
1993. At times, the army has deliberately 
sought to kill educated Hutus, to keep 
them from challenging the status quo. The 
genocide in Rwanda in 1994 convinced 
many Burundian Tutsis that if they ever 
surrender power, they will be wiped out. 


Enter the South Africans 
The pact of 2000 owed more to Nelson 
Mandela’s patient mediation than to the 
Burundian elite’s own desire for peace. 
The South African government sees faint 
echoes of its own situation before apart- 
heid ended, and hopes that Burundians 
can be reconciled, as black and white 
South Africans have been, more or less. 
South Africa has sent 750 troops to 
guard peace-favouring Burundian politi- 
cians, who are otherwise liable to be mur- 
dered by their less reasonable country- 
men. Some South Africans have pitched 
tents in vulnerable politicians’ gardens; 
others follow their charges around town; 
and some form rapid-reaction units. When 
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rebel mortars fly in from the hills around 
the capital, Bujumbura, and explode near 
a politician’s home, the South Africans 
whisk the whole family to safety. 

Spotting potential assassins on Bujum- 
bura’s unfamiliar streets is tricky, says Staff 
Sergeant Sakkie Snyman: you have to 
watch out for people “who avoid eye con- 
tact”. It can also be a thankless task. Ex- 
tremist Tutsis jog past in threatening 
bands. Others scream “South Africans go 
home!" and distribute leaflets accusing 
them of protecting Hutu murderers. 

The African Union has sent a more 
modest total of 43 military observers, 
whose task is to lay the groundwork for the 
dispatch of up to 5,000 soldiers charged 
with “peace-enforcement”. This is a huge 
undertaking. About 70,000 rebel fighters 
need to be disarmed and eased back into 
society. The World Bank has promised 
cash to help out, but the rebels have to 
want to disarm, and many clearly do not. 

Peace also depends, crucially, on re- 
form of the army: ie, allowing more Hutus 
to become officers. Mr Buyoya argues that 
he is the only man who can pull this off, as 
the Tutsi generals trust him. This is his ex- 
cuse for wishing to stay on as president. 
Hutu opposition parties howl at the pros- 
pect. If Mr Buyoya stayed on, it would stir 
many Hutus to shift their support from 
peaceful Hutu parties to violent rebel 
groups. But some Burundians think he will 
doit anyway. 

All the more reason, say western dip- 
lomats, to deploy peace-enforcers as soon 
as possible, to prevent further military es- 
calation. Energetic military observers 
could provide better intelligence on what 
is happening in Burundi's forests, and so 
perhaps quell the persistent rumours that 
Hutus are handing out machetes in prepa- 
ration for genocide. Or that Tutsis are bury- 
ing weapons for self-defence. m 
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Fighting South African corruption 
Four years for Mr 
four-by-four 


JOHANNESBURG 
A once-leading politician is jailed 


ORRUPTION in South Africa, gripe 

many locals, is as bad as in the rest of 
Africa. Poorly-paid policemen let offend- 
ers go in exchange for a few notes. Officials 
pocket pensions and other welfare pay- 
ments they are supposed to pass on. Even 
the admired captain of the national cricket 
team, the late Hansie Cronje, was caught 
taking money from betting syndicates. 
Shady practice was long a problem during 
white rule, says President Thabo Mbeki, 
but he admits that it remains so today. In 
December, he promised to “fight graft and 
root out and defeat networks of corrup- 
tion". This week, that promise gained 
some credibility. 

On March 19th, a court in Pretoria sen- 
tenced a senior politician to four years in 
jail. Tony Yengeni, who was until last year 
chief whip of the ruling party, the African 
National Congress (ANC), was found 
guilty of defrauding Parliament (though 
he was acquitted of a more serious charge). 
He failed to report a 47% discount on a 
four-wheel-drive car, which he received in 
1998, when he was chairman of Parlia- 
ment's defence committee. The car was 
supplied by Daimler-Chrysler, a firm 
closely connected to EADS, which was 
then bidding to sell fighter-aircraft to 
South Africa. Mr Yengeni, a flamboyant, 
snappily-dressed fellow, foolishly boasted 
that driving his new car was “like flying a 
jet". Reporters promptly started investigat- 
ing how he was able to afford it. He placed 
advertisements in newspapers to rebut the 
allegations that followed, but to no avail. 

Mr Yengeni has lost his party job and 
resigned from Parliament. Before being 
sentenced, he pleaded that he was now so 
poor that, if fined, he could only afford to 
pay 1,000 rand ($120). The model of car 
that caused his downfall is now known as 
a "Yengeni". It is not the first time an ANC 
leader has been jailed for sleaze, but Mr 
Yengeni is the most prominent yet. His 
punishment will worry others. 

Winnie Madikizela-Mandela, the ex- 
wife of Nelson Mandela and head of the 
ANC Women's League, is facing 85 fraud 
charges. A former minister, Mac Maharaj, 
is seeking to refute allegations that he ac- 
cepted money from a businessman con- 
nected with an arms deal. And the Scorpi- 
ons, an elite police unit, are investigating 
no less a figure than Jacob Zuma, the dep- 
uty president. Mr Zuma is accused of solic- 
iting 500,000 rand from a French arms 
company and of offering to protect it from 





Tony Yengeni, too poor to pay a fine 


official probes. Mr Mbeki defended his 
deputy on March 12th by refusing to ap- 
point a judicial commission of inquiry. 
But he has told Mr Zuma to lead a national 
campaign of "moral regeneration", which 
sets up the deputy president for a fall if any 
evidence of wrongdoing is unearthed. 

In the short term, prosecuting crooks in 
high places generates unpalatable head- 
lines. But if South Africa is to avoid the fate 
of so many of its neighbours, it must not 
let graft take root. For now, outsiders see 
South Africa as relatively clean: on Trans- 
parency International's corruption per- 
ception index, it is ranked 36th out of 102 
countries, the third cleanest in Africa. m 


Central African Republic 


A popular coup 


BANGUI 
Stability seems a distant dream 


S THE president's plane approached 
the palm-flanked M'Poko airport, re- 
bels shot at it, so he turned and fled. Ange- 
Félix Patassé, the Central African Repub- 
lic's leader since 1993, has survived seven 
previous coup attempts, but on March 
15th, his luck ran out. Mr Patassé is now 
holed up in an agreeable hotel in Yaoundé, 
the capital of Cameroon, and the country 
he misruled for a decade is in the hands of 
General Francois Bozizé, the disgruntled 
ex-chief of his army. 

While the bow-tied Mr Patassé was off 
hob-nobbing at a conference in Niger, Gen- 
eral Bozizé swept into the capital, Bangui, 
with 1,000 troops. His men drove into the 
city virtually unopposed, and swiftly 
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seized the airport and presidential palace. 
Regular soldiers, who have not been paid 
for months, rushed home on their mopeds 
rather than fight. Peacekeepers sent by the 
Central African Economic and Monetary 
Community (CEMAC) abandoned their 
posts. Before the red dust of Bangui's 
streets had settled, General Bozizé's 
spokesman could be heard on national ra- 
dio crowing that this was "not a coup at- 
tempt" but a coup. At least 15 people died. 

Bangui's residents initially greeted the 
insurgents with delighted dancing. Un- 
paid civil servants have long hoped for re- 
gime change. There is also widespread re- 
lief at the withdrawal of some of the 
nastier forces Mr Patassé used to keep him- 
self in power. Since October, he had em- 
ployed a Congolese rebel group called the 
MLC, whose fighters spent a lot of time 
raping and looting. When faced with seri- 
ous opponents, however, they demurred. 
Residents spat on them as they walked to- 
wards the Ubangi River to canoe home. 

The euphoria did not last. The looting 
has started and the shooting has not 
stopped. Shops and vegetable stalls have 
been ransacked, and several ministries still 
smoulder. Civilians have retreated in- 
doors. Among the men patrolling the 
Streets are Arabic-speaking turbaned 
Chadians, though itis not clear that Chad's 
government approves their presence. 

Mr Patassé fell because he alienated 
most of his friends. France used to prop 
him up, but stopped in the mid-1990s. For 
a while, he bought protection from Libya, 
in exchange for a 99-year monopoly of the 
country’s diamonds, gold and other min- 
erals. But under pressure from CEMAC 
countries, Libya withdrew its troops in De- 
cember. They were replaced with 370-odd 
CEMAC peacekeepers who, as it turned 
out, did not want to die for the regime. 

Mr Patassé asked France to protect him, 
but was spurned. France did deploy 300 
troops, but to evacuate its own nationals, 
of whom few remain. Most of them had 
fled after last year’s coup attempt, when 
General Bozizé's men seized control of half 
of the capital city and the street fighting be- 
came too frightening for all but the bravest 
of expatriates. The French are also sup- 
posed to reinforce the CEMAC peacekeep- 
ers, although to what end is unclear. 

The African Union condemned the 
coup, but the foreign ministers of Congo- 
Brazzaville and Gabon both paid General 
Bozizé an apparently friendly visit. Having 
reportedly made progress in winning over 
the army, the general has promised to hold 
a "national dialogue" between opposition 
leaders, religious groups and members of 
the Patassé cabinet, to be followed eventu- 
ally by elections. An early priority, he says, 
will be to secure fresh loans from the 
World Bank and IMF. This may be a bit op- 
timistic. In the meantime, a curfew is in 
force, and looters are being shot. = 
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Dreaming of an economic revival 


BERLIN 


Gerhard Schróder has revealed his plans. Now he must get his hands dirty 


TIRRING it was not. Expectations had 

been whipped up so high that Gerhard 
Schróder's address to parliament on 
March 14th was almost bound to disap- 
point. The hope had been that the chancel- 
lor would provide a master plan to give 
back to the European Union's biggest and 
weakest economy its former leading role. 
He did not do that but he did announce a 
string of bold reforms which, in terms of 
the pain they are likely to cause, go further 
than anything proffered by any post-war 
chancellor. This has raised hopes that, 
after years of decline, sclerotic Germany 
may at last be heading in the right direc- 
tion-if the embattled Mr Schréder can 
carry through his plans. 

That is now the big question. Mr 
Schréder predicted that his speech would 
provoke "cries and gnashing of teeth"— 
and it has, particularly among the unions 
and the left wing of his own Social Demo- 
cratic Party. His proposals for drastic re- 
strictions in unemployment and sickness 
benefits have caused particular anger. Sev- 
eral Social Democratic backbenchers have 
already threatened to vote against the cuts. 
Despite the solid backing of its Green al- 
lies, this could cause severe difficulties for 
the government, which has a majority of 
only nine seats in the Bundestag, the lower 
house of parliament. 

-For the moment Mr Schröder is sticking 





to his guns. He could hardly do otherwise, 
having admitted (for the first time) that 
Germany’s weak growth was as much due 
to structural factors as to the downturn in 
the world economy. Its non-wage labour 
costs, equal to 42% of gross wages, were 
“far too high”. The restructuring of its over- 
burdened welfare state had become an 
“absolute necessity”. Public services 
would have to be cut and more “self-reli- 
ance” demanded of individuals. 

In his proposed labour-market reforms, 
Mr Schróder goes beyond what the gov- 
ernment commission, chaired by Peter 
Hartz, personnel director of Volkswagen, 
recommended last summer. The chancel- 
lor has announced taboo-breaking plans, 
not mooted by Mr Hartz, to tackle job pro- 
tection, collective bargaining and the 
closed shop operated by the skilled crafts- 
men’s guild. He has also returned to one of 
the main proposals in Mr Hartz's draft re- 
port, which had been dropped from the fi- 
nal report after furious opposition from 
the unions: to pay full unemployment 
benefit (60-67% of previous net wages) for 
amaximum of only 12 months to those un- 
der 55, instead of the present maximum of 
32 months, and thereafter to pay only wel- 
fare benefits instead of the usually much 
higher long-term unemployment benefit. 

Though Mr Schröder has bowed to un- 
ion pressure to keep job protection in all 
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companies with more than five employ- 
ees, he has agreed to make the rules more 
flexible by letting small firms take on a 
sixth worker-or more-on a fixed-term 
contract without the other employees be- 
coming eligible for full job protection. In 
larger firms, he proposes offering anyone 
laid off a choice between a fixed amount 
of compensation, not automatically avail- 
able at present, and seeking redress in the 
courts, in which case the employee would 
have to renounce all rights to financial 
compensation. This, it is hoped, would 
help to avoid the long and unpredictable 
legal proceedings that always follow any 
attempt to lay off workers. 

Mr Schröder also wants to make it eas- - 
ier for companies to opt out of sector-wide 
agreements when circumstances so re- 
quire. At present, it is hard for a company 
in difficulties to offer lower rates of pay in 
an effort to keep the business afloat, even 
when the workers themselves agree. But - 
Mr Schröder has declined to touch Mitbes- 
timmung-the system of “co-determina- - 
tion” of workers and managers, whereby © 
workers have works councils and seats on 
supervisory boards~which, though irk- - 
some to many managers, has helped keep | 
Germany enviably strike-free. 


Clean your own teeth 

Mr Schróder's other main target for reform 
is Germany's overburdened and inef- 
ficient health system, which is one of the 
world's most expensive. Health-insurance 
contributions, shared equally by em- 
ployer and worker, have shot up and now - 
represent 14.4% of gross wages. - Mro 
Schröder wants to bring that down to un- - 
der 13%. Though he has rejected prop 
for the removal of certain services like den- 
tistry and sporting accidents from the state M 





Mittelstand to be 
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> system, he has decided to require private 
insurance for long-term sickness benefit, 
hitherto paid by the public health-insur- 
ance companies, and to transfer other 
benefits not related to health, such as ma- 
ternity grants, to taxes. He also plans to in- 
troduce a fee for every visit to a doctor. 
Further proposals on restructuring the 
health system are likely to come when the 
government commission on welfare re- 
form, chaired by Bert Rürup, reports later 
this spring. Mr Rürup, an economics pro- 
fessor, will also make recommendations 
on pension reform. Mr Schróder has ad- 
mitted that further “adjustments” are al- 
ready needed to the long-term pension re- 
form introduced by his government only 
last year. Under it, government backed 








private pension funds were set up for the 
first time to supplement the dwindling 
pay-as-you-go state pensions. Some 1596 of 
workers have so far opted to contribute to 
the new scheme. 

Mr Schróder is also planning legisla- 
tion to make life easier for Germany's Mit- 
telstand, the small and medium-sized com- 
panies that provide about three-quarters 
of all jobs. They will be offered big tax cuts, 
easier credit and simpler book-keeping 
procedures. New companies are to be al- 
lowed to take on workers on fixed con- 
tracts-making lay-offs easier-for up to 
four years instead of the usual two. Skilled 
craftsmen, like plumbers, decorators and 
hairdressers, will generally be allowed to 
set up on their own after ten years of work 


experience, without requiring an expen- 
sive and hard-to-get Meisterbrief (master 
diploma). And anon-master will be able to 
set up his own company provided that at 
least one employee has a Meisterbrief. 

Mr Schróder's "Agenda 2010”, as he 
calls these proposals, is supposed to help 
create jobs and boost growth. But hisroom 
for manoeuvre on growth is slight, given 
his newly reconfirmed commitment to the 
EU's stability pact. Germany overshot the 
pact's 3% limit for the public deficit last 
year and is likely to exceed it again this 
year, particularly after the rejection last 
week of his tax package in the Bundesrat, 
the opposition-controlled upper house. 

The unions and Social Democratic left- 
wingers have long begged Mr Schróder to 
boost growth with a huge public-invest- 
ment programme. Local governments are 
now to be offered cheap loans to the tune 
of €7 billion ($7.3 billion) but are so in- 
debted that many are unlikely to take it up. 
Another €8 billion in cheap credit is being 
Offered to the private sector for the renova- 
tion of houses. These and his other mea- 
sures are unlikely to boost growth much. 

The unions are appalled by most of Mr 
Schróder's proposals. Most employers and 
economists, on the other hand, have wel- 
comed them as a "good beginning", but 
they say he must go much further. The con- 
servative opposition, whose approval is 
needed for the reforms' passage in the up- 
per house, has indicated it will provide 
support. Mr Schróder says he wants every- 
thing on the statute books by next year. M 


Finland's general election 
A rainbow could 
still shine 


TheFinns could get their first-ever 
female prime minister-maybe 


N A general election on March 16th the 
Centre Party, a largely rural outfit led by 
Anneli Jaatteenmaki, won the most seats, 
so edging out the ruling Social Democrats, 
headed by Paavo Lipponen, the prime 
minister. Ms Jaatteenmaki's lot got 55 seats 
in the 200-seat parliament, two more than 
Mr Lipponen's but well short of a major- 
ity. Since coalition government and con- 
sensus are the Finnish norm, horse-trading 
after the vote determines the real victor. 
Still, it was an unexpected success for 
the 48-year-old Ms Jaatteenmaki, a lawyer 
who has formally led the Centre Party 
only since last year. A farmer's daughter 
from rural western Finland, she has a 
tough and steely image, yet in the cam- 
paign she was at ease with ordinary Finns, 
sipping coffee with shoppers or travelling 
between meetings on public transport. 
Mr Lipponen's ruling rainbow co- » 
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> alition, with the widest ideological span of 
any in Europe, has held power since 1995 
and has done a fair job. For most of that 
period it included the Social Democrats, 
the conservative National Coalition Party, 
the ex-communist Left Alliance, the Swed- 
ish People’s Party and—until it walked out 
last year over a plan to build anew nuclear 
power plant-the Green League. This 
hotchpotch government has been a sym- 
bol of Finns’ eagerness to work together. 
Emerging from an economic crisis in 
the early 1990s after the fall of the next- 
door Soviet Union, its main trade partner, 
Finland has been one of Europe’s pun- 
chiest economies, though in the last two 
years it has grown by only 0.7% and 1.7%. 
In the shadow of Nokia, the world's largest 
mobile-phone maker, a huge high-tech 
sector has flourished, breaking the Finns' 
reliance on metals and forestry-linked in- 
dustry. Nokia alone makes up over 5% of 
the country’s GDP; at its peak in 2000 it ac- 
counted for one-third of Finland's growth. 
Ms Jaatteenmaki attacked the govern- 
ment for failing to bring down unemploy- 
ment, which stands stubbornly high at 


Serbia after Djindjic 


around 9%. She also accused Mr Lipponen 
of being too close to the Americans and 
not taking a firm enough stand against 
their policy over Iraq. But, perhaps most 
importantly, she was simply a new face. 

Hertalks with the ponderous Mr Lippo- 
nen will be crucial, as her first option will 
be to team up in government with his So- 
cial Democrats. She and Mr Lipponen will 
both want the top job. The talks may foun- 
der because he may not be willing to serve 
under such a novice. 

In policies, however, little divides 
them. The Centre Party is more sceptical to- 
wards the European Union and, with its 
rural roots, speaks up for the regions; it 
won only two seats in Helsinki, the capital. 
And though the Centre Party is certainly 
not socialist, the lady has taken care not re- 
peat the mistakes of her predecessor, who 
nettled the Finnish trade unions. She says 
she will not seek to cut welfare. 

Still, she must not overplay her hand. 
Despite her win, she knows that a com- 
bination of the other parties could still get 
a majority in parliament without her lot. 
So she has to tread warily. m 


Can the new man finish the job? 


One Zoran follows another, with crossed fingers 


AN Zoran Djindjic's bid to clean up 

Serbia be completed without Zoran 
Djindjic? To judge by this week’s spectacu- 
lar wave of arrests, not to mention the de- 
molition of a large shopping centre with 
underworld connections near Belgrade, 
the assassinated prime minister’s succes- 
sors are doing their vigorous best to 
avenge his death and honour his memory. 
More than 750 people, including a heart- 
throb folk singer, a former state-security 
chief and the founder of a cut-throat spe- 
cial-forces unit known as the Red Berets, 
have been hauled in under the state of 
emergency declared after Mr Djindjic was 
shot in Belgrade on March 12th. 

Only last year the crooner known as 
Ceca, who recently described herself as a 
“fragile young woman”, could fill a sta- 
dium with 100,000 adoring fans. But Ceca 
was also the widow of a notorious war- 
lord known as Arkan, who was killed three 
years ago. When the police came for her, 
they found a sealed bunker in her house 
containing 21 guns, 5,000 rounds of am- 
munition, handcuffs, police batons—and a 
crossbow complete with arrows. More 
ominously for Ceca (real name Svetlana 
Raznatovic), the authorities said they had 
found solid evidence of her links to the Ze- 


mun drug cartel, which has been accused 
of killing Mr Djindjic. Exactly who shot the 
prime minister is not yet clear, but most 
Serbs have little doubt about the sort of 
people who ordered his assassination. 
With impressive swiftness, a serious at- 
tempt is being made to realise one of the 
late prime minister’s dreams: to break up 
the interlocking network of gangsters, war 
criminals, corrupt security chiefs and ul- 


Farewell to a leader—but not to reform 


Europe 4 


tra-nationalist politicians that flourished 
under Yugoslavia's former ruler, Slobodan 
Milosevic, and has never lost its grip on 
Belgrade’s underground power structure. 

Can this drive to rid Serbia of its darkest 
forces be sustained? Mr Djindjic himself 
had no illusions about the Herculean na- 
ture of his task; and, without his skills as a 
political tactician, it could get even harder. 

On March 18th Serbia’s parliament 
elected one of his loyal lieutenants to re- 
place him as prime minister and supervise 
the state of emergency, which may last un- 
til May. The new man is Zoran Zivkovic, 
once mayor of the southern city of Nis. He 
lacks the murdered leader's intellectual 
sophistication but, unlike the not very 
popular Mr Djindjic, is clubbable in a 
homely, provincial sort of way. 

To keep reform moving, Mr Zivkovic 
will presumably take up Mr Djindjic's 
determination to consolidate the power of 
the Democratic Party (which governs in a 
ragtag coalition) and outmanoeuvre the 
politicians who have been slowing the 
pace of change. Prominent among these, 
in the Democrats' view, is Vojislav Kostun- 
ica. This moderately nationalist lawyer 
has just lost his job as Yugoslavia's head of 
state, after the federation's dissolution, but 
will sooner or later probably be elected 
president of Serbia. Nobody says he is in 
cahoots with Serbia's network of thugs, 
but the Democrats think he is too cau- 
tiously conservative to help their cause. 

The puncturing of Mr Kostunica will be 
the first test of the new prime minister's in- 
genuity. Mr Djindjic had artfully managed 
to postpone Mr Kostunica's move into the 
Serbian presidency by ensuring that the 
turnout was invalidly low in election 
rounds held since December, even though 
Mr Kostunica easily topped the polls. The 
Democrats plan to revise Serbia's constitu- 
tion, weakening its president, before next 
autumn, when yet another vote is due and 
Mr Kostunica may at last get the job. 

The same aim lay behind the dead 
prime minister's determination to manage » 
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> the Yugoslav federation's dissolution into 
a looser confederation of its two constitu- 
ent parts, under the woolly title of Serbia 
and Montenegro. He wanted the weak in- 
stitutions of the new confederation to be 
manipulable by the prime ministers of 
Serbia (then himself, now Mr Zivkovic) 
and Montenegro. Mr Djindjic's plan may 
be carried out under his successor. A six- 
person cabinet for Serbia and Montenegro 
was approved on March 17th, consisting of 
protégés either of Mr Djindjic or of Monte- 
negro's prime minister. The only job with 
some clout, that of defence minister, has 
gone to a Djindjic man, Boris Tadic. 

So far, then, the spirit of Djindjic lives 
on. But there is no guarantee that this early 
string of posthumous successes for Ser- 
bia's political fox will continue. Establish- 
ing full democratic control over the army, 
which comes under Serbia and Montene- 
gro, and the police force, a Serbian institu- 
tion, is a horribly tough job in à country 
where the armed men have never really 
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been run by civilians. 

Another headache faces Mr Zivkovic, 
very soon. How many more war-crimes 
suspects will he hand over for trial at the 
UN's tribunal in The Hague? The Ameri- 
cans have threatened to suspend aid to Ser- 
bia unless it gives full co-operation to the 
court. There is particular impatience over 
the Serbs' failure to hand over Ratko 
Mladic, the former commander of the Bos- 
nian Serb army. One way of trying to fend 
off this pressure might be to hand over the 
generals accused of atrocities during the 
brutal siege of the Croatian town of Vuko- 
var in 1991. But will the Serbs let their nov- 
ice prime minister do even this? 

Their anger over Mr Djindjic's assas- 
sination puts some wind in his successor's 
sails. But many of the Serbs now cheering 
on the arrest of well-connected drug deal- 
ers are far less keen to see their leaders dis- 
patching suspected war-criminals to à for- 
eign court-even though the two sets of 
villains are often closely connected. m 


Animpending referendum will bring neither peace nor security 


T IS supposed to mark the end of an 11- 

year fight for independence. On March 
23rd, Chechnya will hold a referendum on 
a new constitution that declares it once 
more an "autonomous republic" of the 
Russian Federation. President Vladimir Pu- 
tin has promised the Chechens "sweeping 
autonomy", “extremely flexible schemes" 
and "a chance to rebuild" their lives if they 
approve the new charter. 

But these are vague pledges. One main 
reason for a new constitution is legalistic: 
to let presidential elections take place later 
in the year, giving Chechnya a leader with 
more semblance of legitimacy than the 
current Moscow-appointed head. But the 
new constitution contains Mr Putin's true 
message: the Kremlin will have the right to 
dismiss Chechnya's president at any time, 
unlike those of other autonomous repub- 
lics. And any apparent normality that 
Chechnya's new status seems to bring will 
beas big a sham asthe referendum itself. 

The ballot is the latest step in Mr Putin's 
effort to restore the appearance of order to 
a land shredded by two wars since the So- 
viet Union's collapse and a decade of law- 
lessness. Last year he declared the military 
campaign, waged since the second war be- 
gan in 1999, officially over, and handed 
control to Russia's internal security ser- 
vice, the FSB. In the autumn the authorities 
began closing down Chechen refugee 


camps in neighbouring Ingushetia and 
pressing their residents to go back home. 
At the end of the year, the Organisation for 
Security and Co-operation in Europe 
(OSsCE) closed its mission to Chechnya 
after the government refused to let it carry 
on monitoring human rights. 

But any illusions that things were un- 
der control were shattered by two events: 
the seizure of a Moscow theatre and its au- 
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A Russian constitution for Chechens 





dience by rebels in October, and a car 
bomb attack that destroyed the Moscow- 
backed administration building in Chech- 
nya's capital, Grozny, in December. More- 
over, Russian troops—some 80,000 in the 
province—continue to be killed by separat- 
ist rebels in clashes that have recently in- 
tensified. Official figures say under 5,000 
soldiers have died since 1999; the Commit- 
tee of Soldiers’ Mothers, a pressure group, 
estimates more than twice as many. 

The local population continues to suf- 
fer too. According to Memorial, a Russian 
human-rights organisation, this year the 
army is carrying out fewer zachistki, or 
mopping-up raids, its previously preferred 
method of hunting down rebels; but dis- 
appearances and kidnappings, particu- 
larly of young Chechen men who are 
prime rebel suspects, have increased. Che- 
chens were especially angered in Decem- 
ber when Yuri Budanov, a colonel who 
had raped and strangled an 18-year-old 
Chechen woman, was acquitted on 
grounds of temporary insanity. He is still 
in jail while the prosecution appeals, butit 
remains to be seen whether the appeal 
will be heard once the referendum is over. 

Few think a referendum in such condi- 
tions can be fair. Memorial has refused to 
legitimise it by sending observers; so too 
have the OSCE (though it will send a small 
group of "fact-hnders") and the Council of 
Europe. There are disputes about the size 
of the electorate: locals and humanitarian 
agencies working there say that a recent 
census was inflated. It claims that the 
population has grown since the wars be- 
gan, even though hundreds of thousands 
of people are thought to have either died 
or fled. There have been press reports of 
people being forced to register to vote, on 
pain of losing food aid. Leaflets supporting 
the referendum appeared in some villages, 
purporting to come from Aslan Maskhad- 
ov, the rebel leader elected president of 
Chechnya in 1997; but Mr Maskhadov, 
from his hideout in the hills, has declared 
them fake and called for a boycott. 

But the referendum will take place, and 
Chechnya will almost certainly get its con- 
stitution, by foul votes or fair. Maybe most 
Chechens no longer care for indepen- 
dence. The war has ruined their lives. The 
separatists have brought them no joy; in- 
deed, they profit from the conflict through 
kidnapping and racketeering, just as the 
Russian troops profit by taking bribes and 
selling weapons to the very rebels who are 
trying to kill them. And though the rebels 
are too strong to put down, they are not or- 
ganised or popular enough to relaunch an 
independence movement. 

However, there is no obvious candi- 
date for president-not even the discred- 
ited Mr Maskhadov. The true test for Mr 
Putin's ability to impose normality on 
Chechnya will come when the republic 
has to electa leader. m 
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The Iraq crisis may determine the future of European relations with the United States 
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HROUGHOUT the current crisis Britain and France have 

been guided by fundamentally different instincts. France be- 
lieves that the European Union must balance-and sometimes 
confront—American power. Britain believes that Europe and the 
United States can mould the world together. Both views were 
shaped almost 50 years ago by the Suez crisis of 1956. The war 
with Saddam Hussein may prove just as decisive in forming the 
attitudes that future generations of Europe's leaders will have to- 
wards American power. 

The echoes and ironies of the Suez crisis are hard to avoid. 
Then it was Britain and France that launched a military action 
aimed at toppling a Middle Eastern dictator, Nasser of Egypt- 
and it was the United States which worried about legality and 
the international impact of intervention without a wider man- 
date. In the run-up to war, John Foster Dulles, the American 
secretary of state, argued that the use of force against Nasser 
"would make bitter enemies of the entire population of the Mid- 
dle East". The British and the French, however, were cast in the 
role of today's impatient Americans. They were, as a historian, 
Peter Clarke, puts it, "bent on intervention and increasingly im- 
patient of the time-wasting pantomime at the United Nations, 
ostensibly aimed at a diplomatic settlement." Eventually they 
abandoned the UN process and went to war. 

Reminded of these parallels this week, a British Foreign Office 
minister replied: "Very neat, but remember this time the French, 
unlike the Americans, aren't in any position to pull the plug on 
us." The Franco-British intervention in Suez failed because, faced 
with a run on the pound, the British were unable to resist Ameri- 
can economic pressure to pull back. Once Britain had got over its 
shock and anger at American “betrayal”, it drew a simple conclu- 
sion: in future, British foreign policy should always be carefully 
aligned with America's global objectives. 

France drew the opposite lesson. When Anthony Eden, the 
British prime minister, called Guy Mollet, his French counter- 
part, to tell him that Britain had agreed to an immediate ceasefire 
in Egypt, Mollet was in the middle of a meeting with Konrad 
Adenauer, the German chancellor. As the historian William 
Hitchcock records: "When Mollet, totally deflated by Eden's call, 
returned to the room, the German chancellor bucked him up by 
denouncing the Americans and British as unreliable. Instead, he 





declared, 'Now is the time to build Europe.' " 

Ever since, France and Britain have lived by the different les- 
sons they drew from Suez. In recent months Tony Blair has given 
warning again and again of the dangers of dividing Europe from 
the United States (see Bagehot, page 54). Jacques Chirac, France's 
president, has insisted by contrast on the need for a “multipolar 
world", code for an EU that can face down the United States. 

Both views have their adherents in the rest of Europe. At the 
summit in the Azores last weekend, the leaders of Spain and Por- 
tugal spoke just as insistently as Messrs Bush and Blair about the 
need to maintain a transatlantic community. The countries of 
central Europe and the governments of Italy, the Netherlands 
and Denmark are also in the Atlanticist camp. France's yearning 
for a European declaration of independence from the United 
States seems to be shared by the German and Russian govern- 
ments and most of the European left. In truth, however, attitudes 
are fuzzy and uncertain all over Europe. A great deal will depend 
on the course of the Iraq war and its aftermath. 

If things go badly and Tony Blair is forced out of office—as 
Eden was in the 1950s-it is possible to imagine the current crisis 
as a "Suez in reverse" for Britain. The obvious conclusion for any 
new prime minister would be that Mr Blair's mistake was to ally 
himself too closely to the Americans in defiance of much of Brit- 
ish public opinion and of the other main European powers. A 
new policy would downgrade Britain's "special relationship" 
with the United States and would be much warmer to the idea of 
a united European foreign policy. 

Such an outcome would be a sweet vindication for France. 
But Mr Chirac's strategy may, in the long run, be even riskier 
than Mr Blair's. A successful war against Iraq risks leaving France 
looking both impotent and wrong-headed. It could also lead to a 
diminished status for the UN's Security Council, the major fo- 
rum for the exercise of French global influence, and the shelving 
of the idea of a united European foreign policy. 


In the end, it's America that matters 

Even if the Anglo-American assault on Iraq does not go 
smoothly, it would have to be a really spectacular debacle to give 
birth to an EU foreign policy that was not only united but also 
consistent in its determination to be different from the United 
States. Such a policy would run completely counter to the in- 
stincts of the “new Europeans" of central Europe—and would be 
pretty hard to sell in much of western Europe. It is striking that, 
with the important exception of Germany, the strongest support 
for the French position over Iraq has come from outside the EU— 
from Russia and from the Arab and Islamic world. A French stra- 
tegic alliance with Russia, even in the event that it proved dura- 
ble, would alarm much of the rest of the Ev. 

And although Le Figaro, a right-wing French newspaper, has 
hailed Mr Chirac as "the white knight of peace, the champion of 
all the oppressed of the earth", wiser counsels in Paris are warn- 
ing their president against being intoxicated by such a vision. As 
Dominique Moisi of the French Institute for International Rela- 
tions in Paris has written, "Applause on the streets of Khartoum 
or Tripoli should not constitute the measure of France's dip- 
lomatic success." For France there is no substitute for the Euro- 
pean Union; and for most of the Eu there is no future in a 
prolonged confrontation with the United States. The Iraq crisis 
may produce a new mould for transatlantic relations. But it is un- 
likely to be of French design. 8 
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| Tender Reference: | 814892 


Tender Title: ONSHORE (SWAMP) 3D/ 4D SEISMIC ACQUISITION 


Expression of Interest 


Internal Oversight / Change Consultant 





OHR seeks Expressions of Interest from suitably 
experienced consultants with the demonstrable capacity to 
act as follows: 


_ INTRODUCTION AND OUTLINE SCOPE OF WORK: 

| The Shell Petroleum Development Company of Nigeria Limited (SPDC) acting 
as the Operator of the NNPC/SHELL/ELF/AGIP Joint Venture on behalf of its 
Joint Venture Partners, hereby invite suitable and reputable contractors (or 
consortium with Nigerian affiliate) to submit pre-qualification documents to 
| provide Onshore (Swamp) 3D/ 4D Seismic Acquisition for SPDC Operations. 





Primarily as Internal Oversight in determining compliance 
| (or non-compliance) with existing Financial Regulations 
| Work shall be done over SPDC's OMLs in the Niger Delta covering both Eastern and Operating Procedures, 
and Western Divisions of SPDC, using state-of-the-art equipment and applying 
the latest technology. 


ee | 
Completion: The contract is planned to end in Q4 2006 


But, in addition, to identify when such procedures or 
methods are inappropriate in an organisation undergoing a 
period of substantial change AND to recommend accurate 
amendments/improvements to both procedures and 
associated management functions. 


PRE-QUALIFICATION 
Interested. contractors/companies or their accredited representatives should 
submit pre-qualification documents containing the following: 


I Company profile including details of ownership and evidence of 
incorporation, 


lf For a consortium, evidence of a legally binding joint venture agreement | 


between the various contractors, that holds contractors jointly and 
severally liable for the performance of the work. 


Hi Evidence of current (year 2003) Department of Petroleum Resources 
(DPR) permit (mandatory). 


IV Detailed information on key personnel (including CV and list of 
management) and company organisation. 


V — Curriculum vitae of key personnel that would work on this project. 


VI Evidence of Health, Safety and Environment Management Systems 
including copies of company's Health Safety and Environment 
Management Systems (HSE-MS) manuals of any of such projects 
successfully carried out and documentary evidence of HSE records. 


VH Evidence of recent experience in the Niger Delta area, including 
evidence of comprehensive Security and Community Management 
(Relations) plans for such project to be executed within the Niger Delta 
area. 

VIII. Evidence of financial capability, including audited accounts for three (3) 
years. | 

IX Evidence of evidence of ownership of the latest seismic recording 
equipment, and fully developed onsite hardware & internationally 
acceptable software packages. 

X Evidence of relevant experience in the provision of similar services 
within the Shell Group and/or other oil and gas companies. 


Pre-qualification Documentation Packages must be submitted or sent by courier | 


to the Vendor Services Centre, to the address below, latest April 24, 2003. Pre- 
qualification Documentation Packages not received on or before April 24, 2003 
shall be disregarded. 


NOTE: 

1) Tender packages will be sent to any contractor/company that fulfilled the 
above requirements and also passed the subsequent SPDC Pre-qualification 
Evaluation Exercise. l 





The Pre-qualification package should be submitted to: 
The Vendor Services Centre (CSE-VEN) 
Contractors and Visitors Gate, 
The Shell Petroleum Development Company of Nigeria Limited 
Port Harcourt. 


In all correspondence, please quote the Tender Reference and Title shown above. 


Notwithstanding the submission of this pre-qualification information, SPDC is 
neither committed nor under obligation to include any company/contractor in the 


final bid list or award of any form of contract to any company/contractor or their 
associates, subcontractors or agents, 





OHR is the lead civilian peace implementation agency in 
Bosnia and Herzegovina. | 
For further information please visit our website at 
www.ohrint 

Full text of this advertisement can be found on the Tenders 
page of the above site. 


Please note responses are required no later than 28 March 
2003. 
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REQUEST FOR EXPRESSIONS OF INTEREST 
(EO!) FROM CONSULTING FIRMS PAKISTAN | 
Technical Assistance for nd Sector (TABS) 
Consultant Services for further Development o 
National Credit Information Systems 


Loan No. Cr. 3688-PAK 


This request for expressions of interest follows the general procurement notice for this 
project that appeared in UN Development Business No. 580 of 16th April 2002. 
The Islamic Republic of Pakistan has received a credit (3688 d from the International 
Development Association (IDA) as Technical Assistance for Banking Sector (TABS) and 
intends to apply part of the proceed of the credit to make payments to consulting firm for 
further developing existing national credit information systems so that optimum benefits 
are provided to the participants consistent with best international practices. The State Bank 
of Pakistan (SBP) recognizes that national credit information systems need to be strengthened 
by affording private credit bureaus opportunities to satisfy the growing needs of borrowers 
specially the small and medium size and lenders. The Consulting firm shall be, interalia, 
required to advise SBP in the matter of establishment of credit bureaus in the private sector 
specifying the parameters for their establishments viz-a-viz legal requirements and develop 
a cost-cum-time based implementation plans, etc. 

The State Bank of Pakistan now invites eligible consulting firms having relevant 
experience/dealing with central banks, to indicate their interest in providing the above 
services. Interested Consultants must provide information indicating that they are qualified 
to perform the services (brochures, description of similar assignments, experience in similar. - 
conditions, availability of appropriate skills among staff, etc.). Consultants may associate 
to enhance their qualifications. ^ 
A Consulting firm will be selected in accordance with the procedures set out in the World 
Bank's Guidelines: Selection and Employment of Consultants by World Bank Borrower 
(January 1997 revised May 2002). d 
Interested Consulting firms may obtain further information du business hours [0900- $ 
1700 Hrs (PST) through Monday to Friday and from 0900-0130 Hrs (PST) Saturday] from 
the following address: 












Expressions of interest must be delivered to the above address by the clo e 
M of business hours on or before 31 March 2003. eO 6S 
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The politics of war 


What turned it for Tony 





Things have gone from bad to better for Tony Blair in the past week—thanks, in part, 


to some of his opponents 


T COULD have been worse. British forces 

now know that the government that has 
committed them to action in Iraq has the 
support not just of a sizeable majority in 
the House of Commons, but also of most 
of its own backbenchers. And with war 
under way, shared concern for the forces is 
now binding together those divided by the 
argument over whether this is a war worth 
fighting. The mood is sombre, but there isa 
kind of unity—for the moment, at least. 

This is not to minimise either the im- 
portance or the size of the rebellion on the 
government benches. With 139 Labour 
MPs voting for an amendment declaring 
that the case for war had not yet been 
made, this was one of the largest rebel- 
lions in the history of Parliament. How- 
ever, the prevailing mood among minis- 
ters was one of relief. After warnings from 
the whips of “meltdown” and fears that 
Tony Blair’s authority could be irreparably 
damaged, the outcome, at the end a long 
and impressive debate, seemed like a kind 
of victory for the prime minister. 

What turned it for Mr Blair? No one big 
thing. A number of separate factors 
worked together in his favour. 

Although it did not seem so at the time, 
Mr Blair’s fortunes began to change last 
week when Jacques Chirac made his un- 
wise promise on television to veto any se- 
cond resolution cooked up by the Ameri- 


cans, British or Spanish “whatever the 
circumstances”. As it became clear that 
Britain's efforts at the United Nations were 
running into the sand, French intransi- 
gence became a useful scapegoat. After all, 
was this not exactly what Mr Blair had 
thought possible when he had suggested 
he might have to disregard an "unreason- 
able" veto from another country? Crude 
though blaming the French for the failure 
of British and American diplomacy may 
seem, it played well both with MPs who 
wanted to escape from the hook of the se- 
cond resolution and with a public never 
averse to a bit of frog-bashing. 

The 30-or-so MPs in the left-wing Cam- 
paign Group also overplayed their hand. 
Unable to contain their excitement at the 
prime minister's difficulties, they started 
talking about setting in motion the cum- 
bersome machinery to remove him from 
the leadership. Loyalists were'predictably 
furious, but so too were many of the MPs 
who thought they were voting against Mr 
Blair's policy on the war, but not against 
his leadership. 

The prime minister is not held in deep 
affection by his party, but he commands 
great respect for having done what no 
other Labour leader has come close to 
achieving: delivered two successive land- 
slide majorities. Labour MPs know not just 
that they owe their seats to Mr Blair, but 
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also that he is still their best hope of hang- 
ing on to them. 

Another actor in the drama who did 
her bit for Mr Blair was Clare Short, the 
minister for international development. 
Convention demanded that, having de- 
clared that she would quit the cabinet if 
Britain went to war without a second UN 
resolution and having publicly con- 
demned Mr Blair for “recklessness”, she 
should have resigned. But Ms Short, as 
usual, refused to be bound by convention. 
Instead, she allowed herself to be flattered 
into staying put. When the war was over, 
what would the wretched of Iraq do with- 
out Saint Clare to bring them comfort? Ms 
Short's left-wing chums were disgusted, 
but others concluded that if even she 
could vote with the government, then so 
could they. 

President Bush, who has not always 
been as sensitive to his partner's predica- 
ment as he might have been, provided a 
further helping hand by agreeing at Mr 
Blair's prompting both to put his back be- 
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> announce that he wishes to work with the 
UN in the reconstruction of Iraq. It wasn't 
much-Mtr Bush is supposedly committed 
to the “roadmap” to peace in the Middle 
East anyway and would presumably like a 
bit of assistance rebuilding Iraq—but it 
helped with anti-Bush Labour MPs. 

Only three ministers out of an aston- 
ishing total of 91 resigned, two of them 
people few had heard of. But the greatest 
risk the prime minister faced was from the 
one cabinet minister who went, the leader 
of the House of Commons and former for- 
eign secretary, Robin Cook. 

Mr Cook behaved as properly as Ms 
Short did not, arguing his case within cabi- 
net, but saying nothing of his concerns to 
the outside world until he had departed. 
He is also the most destructive debater in 
British politics. Downing Street therefore 
feared that with his forensic skills and in- 
side knowledge he might re-ignite the 
smouldering rebellion. 

Mr Cook did indeed produce a wound- 
ing critique of the government's policy, 
and he got a standing ovation. But, luckily 
for Mr Blair, his resignation speech was de- 
livered on the day before the great debate. 

While the effects on some waverers of 
some fairly brutal arm-twisting by the gov- 
ernment whips should not be discounted, 


Northern Ireland 


nor should Mr Blair's persuasiveness. The 
moment he stepped off the plane from the 
Azores, he set about cajoling and charm- 
ing groups of doubting MPs. 

Mr Blair's speech in the debate, the 
most important of his career, was not 
smooth and clever like Mr Cook's the day 
before. It was raw, bleak and powerful. 
Even those who disagreed profoundly 
with him expressed admiration for his 
moral courage and grace under pressure. 

Had many Mrs not already promised 
their constituency parties that they would 
vote for the anti-war amendment if there 
was no second resolution, the rebellion 
might have been smaller. The govern- 
ment's majority on the main motion en- 
dorsing military action was 412 to 149: 
many of the rebels had evidently returned 
to the government fold. 

In a curious way, this difficult time 
seems to have enhanced Mr Blair's author- 
ity. But he remains vulnerable should ei- 
ther the war or its aftermath be messy. 
There is also still the little matter of public 
opinion, which, though moving in his di- 
rection (see chart on previous page), is far 
from supportive. And looking ahead, no- 
body, perhaps least of all Mr Blair himself, 
knows how this searing experience will 
have changed him and his party. 8 


Why's Gerry at George's party? 


The White House should not be féting Sinn Fein leaders 


ISN'T quite the same as inviting 

Osama bin Laden round to Number 10 
for tea and sandwiches. Still, féting 
Gerry Adams, head of Sinn Fein, the po- 
litical wing of the IRA, at the White 
House St Patrick's Day party was un- 
helpful to both Tony Blair and the North- 
ern Ireland peace process. 





Adams and friends 


Moral and financial support from 
America has been vital to the IRA over 
the years. September 11th therefore had 
a beneficial side-effect for Northern Ire- 
land, and for Mr Blair. When terrorism 
fell out of favour in America, so support 
for the republicans declined. As a result, 
the peace process, which had stalled, 
suddenly accelerated, and the IRA 
showed signs of being serious about de- 
commissioning their weapons. 

Now things have stalled once more. 
The devolved government that the peace 
process set up in Northern Ireland has 
been suspended because the IRA has 
still not convinced the other parties in- 
volved that it is really going to get rid of 
its arms. After a summit earlier this 
month, Mr Blair and his Irish counter- 
part, Bertie Ahern, signalled that they ex- 
pected some movement soon; but it has 
not yet come. 

Mr Blair needs to show doubting Brit- 
ons that his support for America in Iraq 
will bring tangible benefits at home. 
American pressure on Sinn Fein to de- 
liver the IRA's weapons would help. In 
the meantime, inviting Mr Adams to the 
White House does not. 
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Tabloid justice 


Bang to rights 


Money, tabloid newspapers and justice 
do not mix well 





Rebekah in tabloid shame shock 


ITNESSES are valuable, both to the 

criminal justice system and to news- 
papers reporting sensational cases. But the 
tabloids' cash could, in theory at least, 
skew a trial. Juries who find out that wit- 
nesses are being paid for their story are 
more likely to acquit. Such cases in recent 
years have included that of Amy Gehring, 
a teacher acquitted in 2002 of having sex 
with her underage pupils—several of 
whom admitted in court to being on the 
tabloids' payroll. 

Annoyed by this, the government pro- 
posed a new law, banning all payments to 
witnesses. To avoid that, the Press Com- 
plaints Commission, Britain's media 
watchdog, issued stricter guidelines on 
March 19th. Payments are now banned 
once court proceedings are "active"— 
meaning after a suspect has been charged. 
Editors may no longer use the defence, 
possible until now, that the public interest 
is being served. 

That may be enough to satisfy the gov- 
ernment, which is eager to keep the cur- 
rent self-regulatory regime. Some people 
still want a much tougher approach to the 
tabloids all round, however. Their case 
was strengthened last week when Re- 
bekah Wade, the recently appointed editor 
of the Sun, admitted to a parliamentary se- 
lect committee that journalists on the 
country's top-selling tabloid had been in 
the habit of paying police officers for valu- 
able information. 

This is bad but hard to stop: journalists 
usually go through intermediaries—typi- 
cally private detective agencies run by re- 
tired policemen, whose ties to old pals still 
in the force are harder to monitor. Unlike 
payments to witnesses, though, this is al- 
ready a crime. A few high-profile prosecu- 
tions of journalists and their editors 
would work wonders. 8 
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Ken’s coup 


London's congestion charge is working 
better than even its advocates expected 


T HAS been a bad month for those who 

predicted that London's congestion 
charge would bring the city to a chaotic 
halt. Since the £5-a-day ($8) charge for driv- 
ing in central London between 7am and 
6.30pm was introduced on February 17th, 
average speeds in the area have more than 
doubled. For Ken Livingstone, London's 
mayor, who introduced the charge, this is 
not all good news: it has been so successful 
in turning away traffic that it is raising less 
money than expected. 

According to Derek Turner, boss of the 
capital's street management department, 
traffic has been reduced by 20% and delays 
cut by nearly 30%. Speeds in the charged 
zone have increased from 9.5mph to 
20mph. Delays to buses caused by conges- 
tion are down by half. As a result, bus pas- 
senger numbers are up by 14%. 

The number-plate-recognition technol- 
ogy is working well. Just under 100,000 
motorists a day are paying the charge, 
more and more of them on their mobile 
phones, by text message. 

Those living on the zone's borders 
feared that traffic would be diverted on to 
their streets. Mysteriously, although there 
is 1096 more traffic on the peripheral roads, 
journey times along them have not in- 
creased. Cynics reckon that traffic lights 
were fiddled to increase journey times in 
the run-up to the charge's introduction, 





Charging ahead 


and that they have since been readjusted 
to make traffic flow more easily. 

It is not yet clear whether the decrease 
in traffic has hit retailers. For the moment, 
they are more worried about the closure of 
the Central Line on London's Under- 
ground. Half of the shoppers surveyed in 
an ICM poll carried out for Retail News 
said it would deter them from driving into 
the zone. Even so, 55% are in favour of it. 
London First, a business organisation, says 
that three-quarters of the companies it sur- 
veyed in London believed that the charge 
was working well. Just under a third said 
the impact on their business had been 
helpful, 65% said it had been neutral and 
only 5% said it had been negative. 


Property prices 


London falls first 
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According to a MORI poll, 5096 of Lon- 
doners are in favour of the congestion 
charge compared with 36% against. Mr Liv- 
ingstone's personal poll ratings are now 
higher than they were when he was 
elected three years ago. His aides joke that 
he has peaked too soon. 

So far, the only downside for Mr Living- 
stone is that revenues, at £9.5m for the first 
four weeks, are somewhat lower than ex- 
pected. As a result, net revenues may be 
under £100m a year though fines may 
boost the total. The numbers of drivers 
who do not pay the charge is now down to 
about 4,000 a day. If they fail to pay their 
£80 fine, at least they'll be able to get to 
court on time. 8 


London house prices have now fallen for two quarters on the trot 


OOD news for first-time buyers, 
those wanting something a little 

larger because baby is on the way, and 
the newly divorced: property prices are 
down. As it led on the way up, so Lon- 
don seems to be leading the way down. 
Prospective buyers have even been 
treated to the novel thrill of estate 
agents, struggling to drum up business, 
providing them with a bit more than the 
usual “service”. 

Quite how much property prices 
have fallen is a bit tricky to say because 
the market is opaque and statistics are 
difficult to calculate and generally late. 
But FPD Savills, a property consultancy 
that also flogs a few houses, and calcu- 
lates its own index, reckons that prices in 
prime locations in central London 
(Hampstead, Belgravia and so forth) 
have fallen for two quarters on the trot— 
the first time that this has happened 
since the early 1990s. 

The rot seems to be spreading. This 
week, a survey from the Royal Institu- 
tion of Chartered Surveyors showed that 
property prices had fallen a bit in Eng- 
land and Wales. But central London's fall 
is sharper, with prices down by 4% in 
the final quarter of 2002, and by another 
4% so far this year, according to Savills. 

Granted, that is small beer, given that 
prices have trebled since the central Lon- 
don property market took off after Brit- 
ain was ejected from the exchange-rate 
mechanism in 1992. And they fell briefly 
at the end of 1998 and 2001, only to rise 
again strongly. Is this latest fall merely a 
longer pause for breath because 
would-be buyers have been winded by 
war worries, or the precursor of some- 
thing more serious? 

The prospect of war certainly seems 
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to have dented enthusiasm for property 
in central London. If the war is short and 
its effects small, optimists hope that buy- 
ers will return, encouraged by lack of 
supply, low interest rates, which make 
mortgage debts appear relatively cheap 
to service, and a fairly benign economy. 

However, Richard Donnell, an ana- 
lyst at Savills, points out that the rises in 
London property prices coincided with 
bumper years in the City, for the good 
reason that 40% of those that buy in the 
prime central London locations work 
there. For now the City is in its own ver- 
sion of hell, with jobs being cut left and 
right. Moreover, only 60% of buyers pur- 
chase houses to live in; many have 
bought either as second homes or to rent 
out. The rental yield is now only about 
2.6%, compared with a 4% yield for 
shares, which does not make property 
especially alluring. These days Tokyo 
may look a better bet. Once upon a time, 
house prices there could never do any- 
thing but rise. They have now fallen for 
more than ten years in a row. 
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Bagehot | Why Blair fears America 


The strains are showing in Tony Blair's partnership with George Bush 
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ONY BLAIR’S magnificent speech in the House of Commons 

on March 18th was primarily intended to pulverise the doub- 
ters in his own party into voting for war. But for anyone paying 
close attention, there was a discomfiting sub-text: he is almost as 
worried about America as he is about Iraq. 

Inevitably, Mr Blair spent most of his time explaining for the 
umpteenth time why Saddam Hussein had to be disarmed. But 
much of his speech was also a warning about the dangers of al- 
lowing the Americans to fight alone. If British forces were not 
sent into action, America would withdraw into an embattled 
and resentful unilateralism, he argued. By posing as a counter- 
vailing power to America, the leaders of France, Germany and 
Russia were peddling “a misguided and profoundly dangerous 
vision” that could only hasten America’s detachment from the 
various multilateral bodies set up after the second world war. 

Mr Blair contrasted this with the recent achievements of Brit- 
ain’s partnership with America: George Bush’s renewed com- 
mitment to the “roadmap” for Middle East peace and his 
undertaking that, once the war was over, Britain and America 
would rebuild Iraq under UN auspices. “If our plea is for Amer- 
ica to work with others, to be good as well as powerful allies, 
will our retreat make them multilateralist?” Mr Blair asked. “And 
what of the un and the future of Iraq and the Middle East peace 
process, devoid of our influence, stripped of our insistence?” 

Mr Blair does not usually boast about his leverage with Mr 
Bush. The danger, as he knows, is that if he brags about how 
much clout he has in Washington, he will have less next time he 
needs it. But as the prime minister has struggled to quell opposi- 
tion to war within his party, he has felt compelled to use every 
last shot in his locker. 

Few doubt that Mr Blair’s urgings have had some impact on 
Mr Bush. But the uncomfortable truth is that, while the French 
deserve a good deal of the opprobrium that the British govern- 
ment has conveniently heaped on them, what also undermined 
British diplomatic efforts at the UN was the belief among other 
members of the Security Council that the Americans were just 
going through the motions until they were ready for war. And, as 
Mr Blair came perilously close to admitting, just because he and 
Mr Bush agree about the need to get rid of Mr Hussein and the 





weapons of mass destruction held by other dodgy regimes, they 
do not necessarily share a wider vision about how to make the 
world a safer place. 

When Mr Blair declares passionately: “I do not believe there 
is any other issue with the same power to re-unite the world 
community than progress on the issues of Israel and Palestine,” 
he means it. Just as he does when he says that he attaches as 
much importance to the plight of the Israelis and Palestinians 
“whose lives are being devastated by the lack of progress in the 
peace process” as to the disarming of Mr Hussein. By contrast, 
Mr Bush, even when announcing his readiness to back a new 
peace initiative, cannot conceal the lack of enthusiasm that 
arises from having real responsibility for this difficult issue. 

As for involving the UN in putting Iraq back together again, al- 
though Mr Bush will surely need all the help he can get, that too 
seems to sit uncomfortably with suspicions that the administra- 
tion will hand out the most lucrative construction projects to 
American companies. For the Bush admi:ns ration, too, needs to 
worry about its domestic political lobbivs. 


There may be trouble ahead 

All this is awkward for Mr Blair. His belief that Britain can hope 
to achieve what it wants in the world oniy f American power is 
harnessed for benign purposes is a good c-al more realistic than 
the Gaullist yearnings of Jacques Chirac ai.d Dominique de Vil- 
lepin: without American power and the willingness to use it, 
there would have been no tolerably good outcomes in Bosnia, 
Kosovo and Afghanistan. But he is also vulnerable to the brutal 
world view of Washington's neo-conservatives. Their definition 
of national interest and of how American military muscle 
should be applied in its pursuit does not sit easily with the prime 
minister's boy-scoutish enthusiasm for doing good deeds in a 
bad world. 

For Mr Blair, much will depend on what lessons the Bush ad- 
ministration draws from the events of the past few months. 
Might, for example, Washington policymakers decide that 
America could have avoided being quite so isolated diplomati- 
cally had it paid more attention to its allies' sensitivities? An- 
other possibility is that the administration's hawks, further 
emboldened by crushing military success in Iraq, will feel that 
their scepticism about the UN, NATO and anything that involves 
dealing with those curmudgeonly French and Germans has 
been amply justified by the experience of the past few months. 
The tedious business of alliance management might be junked 
in favour of fighting battles only with ad hoc "coalitions of the 
willing". Still, that depends on how the Iraq battle goes, and on 
whether there actually are any further battles to fight. 

If the former view prevails, Mr Blair will have been vindi- 
cated. He would like nothing better than to help America repair 
relations with the rest of the world. But if the hawks win, and 
battles do arise, his determination to stay close to America will 
mean a bumpy ride. Making up with Europe-in particular with 
President Chirac, who has not appreciated being depicted as 
Saddam's friend—will be fraught. Mr Blair is also likely to remain 
at odds with his party. When it came to the crunch this week, a 
majority was prepared to trust the prime minister, but Labour's 
suspicion of Mr Bush remains as intense as ever. 

With that tricky parliamentary vote behind him, Mr Blair 
must hope he is over the worst. But his speech suggested other- 
wise: he fears that his difficulties may be only just beginning. 8 
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America’s airlines and the war 


The darkest hour 


NEW YORK 





Stark as it seems, America’s airlines may face liquidation or nationalisation 


S AMERICA'S airforce took to the skies 
this week to bomb Iraq, its commer- 
cial airline industry was struggling to stay 
airborne. Big network carriers such as 
American Airlines and Continental 
lurched closer to bankruptcy. This week, 
United Airlines admitted for the first time 
that its botched efforts to restructure itself 
under Chapter 11 of the bankruptcy code 
might fail, resulting in liquidation. Traffic is 
collapsing; United Airlines said that its in- 
ternational bookings were 40% down last 
week. If this were only an effect of the war, 
that would be bad enough. But some cus- 
tomers may simply be avoiding airlines 
that look like they might go bust, for fear of 
being left in limbo. Even if the air miles of 
frequent fliers might survive bankruptcy, 
flights booked directly on an airline that 
succumbs could be lost forever. 

Add to that the doubling of jet fuel 
prices in less than a year. The Air Transport 
Association (ATA), an industry group, be- 
lieves that war and the threat of terrorism 
could deepen the industry's losses to $10.7 
billion this year, worse than the $7.4 bil- 
lion they lost in 2002. Warning of chaos, 
the ATA says that “a forced nationalisation 
of the industry is not unrealistic.” 

Naturally, the airlines have every rea- 
son to play up the crisis. Seeking deep 
wage cuts, airline bosses want to foster a 


more "realistic" view of their finances 
among the industry's union leaders. In 
Washington, pc, the airlines hope that 
panic will help them to secure more subsi- 
dies, less tax and "compensation" for bil- 
lions of dollars in extra security costs. This 
week, the government hinted at a softer 
line when Norman Mineta, the transport 
secretary, said that he stood ready to help 
the industry in the event of war. 

Without help, with the notable excep- 
tions of the stronger low-cost carriers such 
as Southwest Airlines and JetBlue, all of 
the big network airlines are heading for 
bankruptcy within the next two years, 
says Samuel Buttrick of uss Warburg, a 
Swiss bank. "And, for some, why wait?" 


Terrorism, too 
As airlines and travel agents reported a 
surge in cancellations this week, industry 
bosses were struggling to put a figure on 
the war's likely damage. In the wake of the 
Gulf war of 1991, seven American carriers 
filed for bankruptcy and four liquidated 
themselves. In 1991, airline sales fell by 
12%, year-on-year, in the first month of 
fighting and by about 7% in the eight 
months after the outbreak of war. This 
time the losses may be far bigger as war co- 
incides with a high risk of terrorist attacks. 
One indication of what might happen 
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is the further 3% decline in traffic that fol- 
lowed the government's decision in Febru- 
ary to raise its domestic terrorist alert to 
“code orange” (indicating a “high risk of 
terrorist attacks”). International traffic— 
above all, business travel—is particularly at 
risk. The ATA reports that advanced book- 
ings for international flights fell by more 
than 20% after the code orange alert in Feb- 
ruary. Any (God forbid) successful terrorist 
attack on American soil, meanwhile, 
would worsen the calculus yet more. The 
ATA, for instance, guesses that a terrorist 
attack of the same sort of magnitude as 
those on New York and Washington in 
September 2001 would deepen the indus- 
try’s losses by a further $2.3 billion this 
year, and result in job losses running into 
the hundreds of thousands. 

As for fuel costs, since February 2002 
the price of jet fuel has risen from 60 cents 
to more than $1.20 a gallon. The airline in- 
dustry says that it loses up to $180m a year 
for every extra cent added to the cost of 
fuel. Many airlines routinely hedge them- 
selves to a degree against rising fuel costs: 
Southwest Airlines, Northwest Airlines 
and Delta Air Lines are all reported to have 
reasonable protection from rising prices, at 
least for now. But their worsening finances 
increasingly hamper their ability to hedge 
themselves. Who would willingly enter 
into long-term financial contracts with an 
industry in which more than $100 billion 
of debts perch atop shareholders’ equity 
which the market now values at less than 
$2 billion, and falling? (Already the debt 
markets are practically closed to the air- 
lines. Citing war, this week the big credit- 
rating agencies were preparing for further 
downgrades of airline debt.) 
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To judge by the airlines’ share prices, » 
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> the stockmarket seems to be betting on im- 
minent mass bankruptcies. Barring a col- 
lapse in the price of oil (to, say, $10 a bar- 
rel), or a sudden, inexplicable, surge in the 
appetite of business people for air travel, 
the only way that most of the American 
airlines not yet in it can now avoid Chapter 
11 is to renegotiate their labour contracts 
before they go bust. America's biggest air- 
line, American Airlines has prepared a 
glide path down to Chapter 11 by laying 
out a cost-cutting strategy and a financing 
plan before it asked its workers to agree to 
wage cuts. It saysit needs to cut its wage bill 
by 21% to stay out of bankruptcy. United, 
by contrast, belatedly doing everything 
backwards as it heads from Chapter 11 to 
Chapter 7 liquidation, wants to cut em- 
ployee costs by 36% (or $2.6 billion a year). 
Delta and Northwest each say they have to 
make deep cuts as well. 

On the face of it, union bosses ought to 
be in the mood to talk. A poorly paid job is 
better than no job at all, and United's talk 
of liquidation—together with new fore- 
casts showing that it expects to incur losses 
of $877m in the present quarter alone— 
brings the prospect of tens of thousands of 
permanent job losses one step closer. 
Once bust, American firms can in any case 
ask the bankruptcy-court judge to void ex- 
isting labour contracts, a step that United is 
already threatening to take. Union leaders 
ought to be able to strike better deals for 
their members out of court, argue some in- 
dustry bulls. Now that all hope is other- 
wise lost, goes this reasoning, the unions 
will quickly come to the table. If that hap- 
pens, the airlines' share prices could 
quickly double or triple. As pigs fly. 

Mr Mineta's comments offer at least a 
glimmer of hope of a government rescue, 
should the industry's fortunes worsen suf- 
ficiently. This complicates tactics on both 
sides of the table. America's Air Transpor- 
tation Stabilisation Board, set up after the 
terrorist attacks of 2001, has already bailed 
out several airlines with soft loans. Per- 
haps United's hesitant progress through 
the bankruptcy courts reflects the undue 
emphasis its new management team has 
put on winning government help. The 
mere possibility of more public money, 
meanwhile, will probably encourage un- 
ions to hold out for longer. 

As if all that were not bad enough, an- 
other discouraging piece of news comes 
from America West, a mid-sized airline 
that the government rescued last year. As 
America went to war this week, America 
West's pilots overwhelmingly rejected à 
proposed contract which, while reducing 
job security and retirement benefits, amaz- 
ingly included an 11% salary increase. Un- 
ion leaders said that they liked the look of 
the raise, but that what they really needed 
was a defined-benefit pension plan, not 
the defined-contribution plan that man- 
agement had offered them. Just so. 8 


Motor homes 
Easy riders 


FOREST CITY, IOWA 
Life on the road during wartime 


VEN when he's less crazy than usual, 

Jack Nicholson hardly represents the 
typical American senior citizen. But in one 
sense Mr Nicholson—or more precisely his 
character in the Oscar-nominated movie 
"About Schmidt"—-does something to 
which many retirees aspire: he escapes in a 
giant motor home. His Winnebago fea- 
tures so prominently in the film it almost 
deserves credit as a co-star. 

The farther west one goes in America, 
the more often Winnebagos appear: huge 
motor homes barrelling down the high- 
way with senior citizens at the wheel. 
They are living the Rv (recreational vehi- 
cle) lifestyle, a curious mix of free-spirited 
individualism and comfort that is enjoyed 
largely by the retired, incorporating a 
ceaseless round of fishing, visiting grand- 
children and patronising craft fairs. 

In these days of terror alerts and urban 
jitters, surely the opportunity to escape on 
the open road should have more appeal 
than ever? It appears not. Rather than per- 
suading them to prepare to flee to safer 
parts, the drumbeat of war and an increas- 
ingly fragile economy have led consumers 
into a mixture of paralysis and hunkering 
down. This has put the brakes on Winne- 
bago Industries, the market leader in mo- 
tor homes. On March 18th Winnebago said 
that sluggish demand and rising inven- 
tories had led it temporarily to schedule 
four-day working weeks at its factories, 
only a week after it opened a new plant 
that boosted capacity by 30%. The firm's 
shares fell that day by nearly 18% to $24.45 
(over 5096 below its high last year), despite 


War? What war? 
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arisein profitsin the quarter ending March 
ist, by 31% from the same period a year ear- 
lier. Last month, the Recreation Vehicle In- 
dustry Association had predicted a slow- 
down in Rv shipments this year, after a 
dramatic rise in sales in 2002. 

This has taken the shine off what had 
been a remarkable revitalisation of an 
American icon. Based in the farm country 
of north-central Iowa, Winnebago is a con- 
servative, cost-conscious firm whose top 
executives average 26 years with the com- 
pany. Seven years ago, the firm was on its 
knees, thanks to a series of ill-fated forays 
into products ranging from vending ma- 
chines to communication satellites. Fol- 
lowing the death in 1996 of John Hanson, 
its founder, the firm returned to its roots. It 
shed loss-making businesses and concen- 
trated on making motor-homes under the 
Winnebago, Itasca, Rialta and Ultimate 
brands. Such innovations as the first fuel- 
efficient, front-wheel-drive motor-home 
(with a Volkswagen chassis) boosted sales. 

Despite the current slowdown, the firm 
is still optimistic that long-term trends por- 
tend a healthy future. Already around 7m 
American households own motor-homes, 
according to a University of Michigan 
study. Typical buyers come to Forest City 
in droves (about 10,000 every summer) to 
tour Winnebago's main plant, dubbed Big 
Bertha. About 80% are aged over 50-some 
60% are retired—and 90% are married. But 
what excites Winnebago is the changing 
buyer profile. Increasingly, it seems, a mo- 
bile home appeals to younger couples 
with kids, who presumably see it as the 
logical step up from a sport utility vehicle. 

With prices from $50,000 to $300,000, 
Winnebagos are not cheap-although the 
purchase can, as a second home, be writ- 
ten off against income tax. But another 
worry now is the high price of petrol. 
Winnebagos average only eight miles to 
the gallon. The outlook for this icon of the 
road may depend, in large part, on what 
impact war has on oil prices. a, 





The reconstruction business 


Cheney’s cronies? 


NEW YORK 
Rumours are rife about who will make 
money out of rebuilding Iraq 


T WAS an inevitable conspiracy theory 

. du jour: if the war goes well, the real win- 
ner will be Vice-President Dick Cheney's 
former firm, Halliburton, and other Bush 
administration cronies. Newspapers have 
reported that Halliburton has secretly won 
gigantic contracts for work in a post-war 
Iraq and that were America to run Iraq, 
more deals would follow. 

The Bush administration has been 
keeping mum about such matters. Dis- 
cussing victory plans before the shooting 
had even begun would be widely viewed 
as unforgivable hubris. That said, it would 
also be irresponsible for the administra- 
tion to ignore the reconstruction needs of a 
country that it intended to deconstruct. 

If, as rumours suggest, bids have been 
solicited for reconstruction work only 
from American companies, that would not 
be illegal or even unusual, especially on 
defence-related — contracts-though it 
would not be good politics. Excluding the 
French may be understandable in the 
present circumstances—but surely not the 
British firms whose complaints have been 
widely reported in the press. 

Actually, the suspicion that American 
firms have stitched up the lucrative con- 
tracts to come in lraq is probably ill- 
founded. The administration says that 
contractors from other countries, includ- 
ing Iraq, will be included as consortium 
members (and so will profiü when re- 
construction starts. The contracts dis- 
cussed so far-for about $900m of work- 
are peanuts compared with the billions of 
dollars that will eventually be up for grabs. 

Given the particular sensitivity of Hal- 
liburton, what can the Bush administra- 
tion do to allay suspicions of cronyism? 
The White House has already been burnt 
once when, last year, it appeared to defend 
questionable accounting practices at Halli- 
burton during Mr Cheney's tenure which 
are now under formal investigation. 

Alas for the administration's reputa- 
tion, there may be no better qualified firm 
for many of the jobs that will need to be 
done. Halliburton has one main chal- 
lenger for the title of the world's leading 
oil-services firm: Schlumberger, which is, 
ahem, French in origin. But when it comes 
to military outsourcing, Halliburton's Kel- 
logg Brown & Root division has a more im- 
pressive record than any of its rivals. 

During the second world war, Brown & 
Root built the Corpus Christi naval air sta- 
tionin Texas. More recently, it has built de- 





tention centres in Guantanamo Bay, Cuba, 
to hold suspected terrorists, and has men 
on the ground in Afghanistan and even Ku- 
wait. If that too hints at cronyism, remem- 
ber that the firm has flourished under 
Democrat presidents such as Bill Clinton. It 
owns and runs some British defence facili- 
ties, including the Devonport naval ship- 
yard, provides logistical support and 
maintains submarines for the Royal Navy. 

In short, itis hard to argue that Hallibur- 
ton is an otherwise unqualified firm that 
has won business only because of its po- 
litical connections. Back in 1999, when he 
still ran Halliburton, Mr Cheney boasted 
in an interview with The Economist that 
"the first person to greet our soldiers as 
they arrive... and the last one to wave 
good-bye is one of our employees." He 
was talking about the extensive role, in- 
cluding managing the airfields where sol- 
diers arrived, that Brown & Root played in 
the Balkans. It will be no surprise if it plays 
the same role in Iraq. That would be good 
news for Halliburton's current manage- 
ment and maybe even for Iraq, but a politi- 
cal headache for its former boss. sit 


Canal Plus 


Minus 


PARTS 
A television company in trouble 


HAT has gone wrong at Canal Plus, a 
French pay-television group and na- 
tional icon? Last week's announcement of 
plans to shed 443 jobs, or about 1596 of its 
payroll, prompting this week's strike, came 
soon after Bertrand Meheut became its 
third boss in ten months. It is losing money 
and subscribers at its flagship channel. 
And there is constant speculation that its 
parent, Vivendi Universal, a troubled me- 
dia conglomerate, is preparing to sell it. 
While the efforts by Vivendi to attract 
suitors for its American entertainment as- 
sets- which saw Barry Diller quit as its in- 
terim boss on March 19th- grab the head- 
lines, Canal Plus is currently its single 
biggest drain. In 2002, it made an operat-»» 





* ing loss of €325m ($306m), the only Vi- 
vendi division to make an operating loss— 


although, thanks to massive write-downs, 


Vivendi made a total loss of €23 billion. 

Among the troubles now facing Canal 
Plus, three stand out. Under Jean-Marie 
Messier, Vivendi’s discredited former 
boss, it tried to become a pan-European 
pay-TV operator. Most of its losses came 
from operations in Italy, Benelux and 
Scandinavia. There were few economies 
of scale. Rights to movies and sports, much 
of the prime content that Canal Plus uses 
to lure subscribers, are negotiated country 
by country. Canal Plus is now retreating 
from these misadventures back to its 
French origins: it has agreed to sell Telepiu, 
its Italian business, to Rupert Murdoch's 
News Corporation, and is trying to sell its 
operations in Benelux and Scandinavia. 

A second failing has been to run a 
sprawling, unfocused business. Unlike 
BSkyB, Britain's leading pay-Tv operator, 
which has fully integrated content and dis- 
tribution, Canal Plus group comprises 
some 300 different companies (which Mr 
Meheut wants to cut by half within a year). 

And whereas its CanalSatellite busi- 
ness has grown--adding 220,000 subscrib- 
ers last year—its Canal Plus channel lost a 
net 70,000 subscribers in 2002, thanks in 
part to competition from TPS, a rival 
French satellite-Tv operator. Two-thirds of 
its 4.5m subscribers receive the channel 
through a scrambled, over-the-air, ana- 
logue signal, not as part of a broader cable 
or satellite package. So the channel cannot 
extract the sort of extra revenues from, say, 
digital interactive services that BSkyB has 
done. Revenues are being squeezed while 
programming costs-some 60-70% of the 
channel's cost base, according to Mark 
Harrington of Bear Stearns—are soaring. 

A third, looming, problem concerns the 
quality of content. The Canal Plus channel 
still Shows some of the edgy, counter-cul- 
tural rv which, with its support for French 
cinema, made its name. Yet some staff feel 
this tradition is under threat. Mr Meheut, a 
friend of Jean-René Fourtou, Vivendi's cur- 
rent boss, is a former agro-chemicals boss 
with no background in TV. Staff have nick- 
named him “pesticide”. 

Worse, Warner Brothers and Disney 
each recently sold pay-Tv rights for their 
movies to TPS rather than to the Canal Plus 
channel, where they have been a staple. 
After a challenge from tps, the French 
competition authorities have frozen the 
€480m deal secured late last year by Canal 
Plus to show first-division French soccer. 

Mr Meheut insists that Vivendi will not 
sell Canal Plus. The job cuts will trim costs 
and he will revive editorial content in the 
autumn schedules. But time is short, and 
Canal Plus group has €5 billion of debt 
and is sure to drain cash this year-some- 
thing Vivendi can ill afford. The smart 
money is on an eventual sale to TPS. Wi 


Japan's keiretsu 


Undone 


TOKYO 
Whither Japan's corporate groups? 


N MARCH 28th, Mizuho, the world's 

largest bank, will officially complete 
its drive to raise a record-breaking X14 tril- 
lion ($9.2 billion) of fresh capital from in- 
vestors. Mizuho is expecting to make a net 
loss of X2 trillion in the year to March 31st, 
the largest in Japanese corporate history. 
Its share price has fallen by two-thirds in 
six months. Yet it took the bad-debt-rid- 
dled bank less than two months to per- 
suade some 3,400 investors to take up its 
latest offering of preferred shares. 

Much of the money will come from Mi- 
zuho's corporate buddies and borrowers. 
A list of the top 70 providers of Mizuho's 
new capitalis a "Who's Who" of corporate 
Japan. Many of them have historical ties to 





one or more of the three banks- Dai-ichi 
Kangyo Bank (DKB), Fuji Bank, and the In- 
dustrial Bank of Japan (1Bp—which 
merged last year to create Mizuho. 

Explaining to their own shareholders 
why they bought Mizuho shares could be 
tricky. Some firms may face lawsuits. 
Many already held shares in the bank, and 
are likely to record big losses in their equity 
portfolios this year thanks in part to Mi- 
zuho's tumbling share price. Canon, a 
copier and printer company, which plans 
to buy ¥5 billion-worth of new shares in 
Mizuho, is reported to have received calls 
from investors complaining that it should 
increase its dividend instead. 

Does Mizuho's fund-raising feat signal 
that Japan's keiretsu, the shadowy busi- 
ness groups that have traditionally bound 
banks, trading houses and industrial firms 
into loose-knit conglomerates, are alive 
and well? As the big banks at the centre of 


these groups have merged, the number of 
keiretsu has dropped from six to four. 

The merger of Sumitomo Bank and 
Sakura Bank married the Sumitomo kei- 
retsu with the equally mighty Mitsui fam- 
ily. Mizuho combined two slightly less tri- 
bal clans: the Fuyo group, headed by Fuji 
Bank, and a smaller group led by DKB. 
Many firms that bought fresh shares in Mi- 
zuho are indeed former Fuyo or DKB group 
firms. Some, such as JFE Holdings, a huge 
steel maker created by the merger of a DKB 
group firm with its Fuyo group counter- 
part, and Taisei, a Fuyo group construction 
firm, admit that old ties remain strong. 

Itis widely believed that Canon, also of 
Fuyo, agreed to buy more Mizuho shares 
largely to repay an old debt to Fuji Bank, 
which rescued Canon when it fell into 
trouble over 30 years ago. Hitachi, another 
Fuyo group stalwart, says it is providing X5 
billion to Mizuho because it hopes to get 
large orders for rr from the bank in fu- 
ture—as well as to help out the bank that 
helped it through hard times. 

Yet for many firms, which rely on bank 
loans to keep their operations running, 
this was less a show of loyalty than a way 
to keep their biggest lender in business. 
Firms that refused Mizuho might soon 
have found their credit lines under re- 
view-though this threat may not have 
been made explicitly. *Refusing would be 
mutually assured destruction—that’s why 
[the process] works," says Alexander Kin- 
mont of Nikko Salomon Smith Barney. 

Hiroshi Okumura, author of "Cor- 
porate Capitalism in Japan", believes that 
Mizuho's capital-raising shows that kei- 
retsu ties are weakening. Links between 
group firms have been eroding for years: 
witness the dramatic fall in the proportion 
of cross-shareholdings in Japan over the 
past decade (see chart). Mr Okumura says 
that the Fuyo and DK8 groups in effect con- 
sist of 20 or so core firms, whose presi- 
dents hold chummy monthly meetings. 

That Mizuho had to turn to 3,400 firms 
to raise capital is a sign that these core kei- 
retsu buddies are no longer willing (or 
able) to provide as much money as in the 
past. And then there is Nissan Motor, a car- 
maker and former Fuyo group member, 
whose boss, Carlos Ghosn, has decided 
not to hold shares in non-core businesses 
and declined to buy shares in the bank. 

Mizuho’s efforts also reflect a change in 
the role of the keiretsu, says Peter Tasker of 
Arcus Investment in Tokyo. In the past, the 
keiretsu were (at leastin theory) asource of 
strength: their monthly meetings helped 
group firms to exploit some of the syner- 
gies of a conglomerate without the mas- 
sive inefficiencies that come from merging 
different corporate structures. But these 
days keiretsu ties are no longer construc- 
tive. “They are being used to contain dam- 
age, and are a source of weakness as they 
slow down change,” says Mr Tasker. m 
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South African tourism 


The champions 


CAPE TOWN 
Not of cricket, of tourism 


HEN sports-mad South Africans sit 

down to watch the cricket World- 
Cup final on March 23rd, they will mourn 
their team's dismal play and early exit. The 
hosts were so poor that the captain, Shaun 
Pollock (right), has already been sacked in 
disgrace. Other African teams, Kenya and 
Zimbabwe, outshone them. But there is 
some compensation for failing with bat 
and ball. The cup lured 20,000 foreign 
cricket fans to the country. One billion Tv 
viewers, many in Asia, were shown regu- 
lar 30-second promotional vignettes of 
South Africa's wonderful beaches, game 
parks, mountains and cities. As intended, 
the cup has been a big, cheap marketing 
opportunity for tourism in the country. 


Corporate malfeasance 


Scrushed 


NEW YORK 


Another big accounting scandal 


AVING made themselves personally 

accountable for their books last 
year, America's bosses may be about to 
find out exactly what they signed up to. 
Last summer, after accounting scandals 
at Enron, WorldCom and other big firms, 
the Securities and Exchange Commis- 
sion (SEC) passed new rules forcing chief 
executives and chief financial officers to 
sign off personally on company ac- 
counts. Congress then passed the Sar- 
banes-Oxley act, imposing criminal 
penalties—hefty fines and prison—for 
fraudulent certifications. The idea was 
that forcing the boss to swear to his 
numbers would make him take his du- 
ties more seriously and thus help to re- 
store investor confidence. 

Now, these rules are being put to the 
test. On March 19th the sec charged 
HealthSouth, America's biggest provider 
of outpatient surgery and other health- 
care services, and its boss, Richard 
Scrushy, with fraudulently inflating pro- 
fits by at least $1.4 billion since 1999. Mr 
Scrushy had sworn to the accuracy of 
the firm's books on August 14th, the last 
day of the sEc's deadline. The sec says 
that Mr Scrushy's case is the first test of 
the new certification rules. 

HealthSouth's former chief financial 
officer, Weston Smith, has already 
pleaded guilty to fraud during his tenure 


But the industry was booming long be- 
fore the first ball was bowled in Cape 
Town. Last year 6.4m people came to 


South Africa, a 20% rise in overseas arriv- 


als (excluding visitors from the region), 
compared with 2001. That far exceeds the 
3% average growth worldwide, says the 
World Tourism Organisation. "This is the 
highest growth rate any tourist destination 
achieved last year," boasts Valli Moosa, 
minister for tourism. In contrast to the war 
and recession-inspired depression of the 
rest of the global tourism industry, he still 
expects further growth this year. 

Why is South Africa doing so well, 
while other countries struggle? One factor, 
until recently, was the slide of the rand, 
which created incredible value for foreign- 
ers. But in the past 12 months the rand has 
easily regained its former strength, rising 
by 45% against the American dollar. 

Perhaps the industry is flourishing 
partly because tourism is doing so badly 
elsewhere. Some tourists are switching to 
relatively remote South Africa to avoid 
likelier terrorist targets and the Middle 
East. When European airlines cut trans- 


at the firm, and has implicated his boss. 
Mr Scrushy has been charged with per- 
sonally instructing senior personnel and 
accountants to overstate earnings and 
with profiting from inflated profits via 
share sales. According to the sec, during 
1999-2002 at quarterly “family meet- 
ings” Mr Scrushy directed senior man- 
agement to fix HealthSouth earnings so 
that they at least met Wall Street's fore- 
casts. Shortfalls were plugged through al- 
tered or entirely fictitious accounting 
entries, backed by falsified documents. 
But Mr Scrushy also faces a separate 
charge of lying under oath regarding 
company accounts—which could result 
in fines of $sm and 20 years in prison for 
wilfully committing fraud. 

The sEc and the Justice Department 
(which is pursuing a separate, criminal 
investigation into HealthSouth) must 
now prove that Mr Scrushy knew of the 
fraud when he took his oath. That may 
not be easy. Last summer, bosses spent 
many fruitful hours with their lawyers 
discussing how to limit their risks. One 
tactic: getting divisional heads to certify 
their accounts before passing them up to 
the boss's office. But an sEc official 
points out that it is the boss who is now 
ultimately responsible for a firm's ac- 
counts: “Simply saying that it is some- 
one else's problem isn't enough." 





Potential tour guide? 


atlantic flights after September 11th 2001, 
aircraft were moved to the Johannesburg- 
London route. Last year even travel-shy 
Americans increased their trips to South 
Africa by 9%. Visitors from Britain and Ger- 
many arrived in vastly greater numbers. 

Earning à reputation for safety is a re- 
markable feat for a country where some 
20,000 murders occur each year, and rates 
of hijacks, rape and car-crash deaths are 
terribly high. Are visitors deluding them- 
selves about safety? No, says Cheryl Caro- 
lus who heads sA Tourism, a body that 
promotes the country: "The sad reality is 
that crime affects poor people, not tourists; 
we had millions of visitors last year with 
only a tiny number of incidents." Most 
road deaths, too, involve rickety com- 
muter buses, not luxury coaches. 

But the best explanation for South Af- 
rica's success is that it has been getting the 
basicsright. The government does not sub- 
sidise tourists' air-tickets (unlike Thailand, 
says Ms Carolus). But the state-owned air- 
line is opening up to more competition, 
and buying a new, bigger fleet of air- 
craft—so seats are cheaper and more plenti- 
ful. The government estimates that every 
eight tourists create one permanent job, 
and so is promoting tourism heavily. 

And niche markets are being de- 
veloped. South Africa is a regular venue 
for enormous United Nations meetings 
and pan-African gatherings. Shoppers 
from other parts of Africa flock to Johan- 
nesburg's huge malls. A travel agent in Li- 
longwe, Malawi, for example, advertises a 
$240 day-return flight to the "city of gold" 
1500km (940 miles) away. Danes and 
Swedes now fly direct to golf courses in 
South Africa; a Scandinavian hotel chain is 
building a set of resorts for them. And 
sporting events should continue to help. 
After hosting the rugby and cricket cups, 
South Africa is the leading candidate to 
host the 2010 soccer World Cup. Do not ex- 
pect the national team to win that one ei- 
ther, but hotels and restaurants should 
benefit. And next? The Olympics? m 
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Corporate finance 
A (going) private 
matter 


NEW YORK 
To be a public company, or not to be? 


HREE years ago, at the peak of the in- 
ternet bubble, going public, ideally 


with a headline-grabbing initial public of- 


fering (1»0) of shares, was all the rage. 
Now, à growing number of public compa- 
nies are having second thoughts. In 2002, 
66 American firms de-listed and “went 
private", up from 35 in 1999, the peak year 
for IPOs, according to Thomson Financial. 
But when does going private make sense? 

A new study by Scott Larson, a finance 
professor at National-Louis University in 
Chicago, argues that public firms should 
go private when the costs of being public 
significantly outweigh the benefits—a 
seemingly simple answer, but one that cu- 
riously passes most bosses by. While firms 
routinely scrutinise the cost of borrow- 
ings-swapping expensive debt for 
cheaper loans when interest rates drop, for 
instance—they do not often apply this type 
of stringent thinking to the costs of being 
publicly listed. Mr Larson thinks this 
should change. 

He divides the cost of being public into 
two main components. The first includes 
administrative expenses such as annual 


listing fees and compliance costs. The sec- 


ond bit is the cost of equity—the extra re- 
turn that shareholders demand from a 
public company above what they would 
expect to receive from investing in risk-less 
government bonds, which must be com- 
pared with the return demanded by inves- 
tors in private equity. 

Together, says Mr Larson, these ele- 
ments comprise the costs of being public. 
And they are growing. The Sarbanes-Ox- 
ley act, passed in the wake of accounting 
scandals at Enron and other firms, intro- 
duced a slew of new regulations that 
raised compliance costs—such as the right 
of the board of directors to hire indepen- 


dent advisers, paid for out of company cof- 


fers. Estimates of the additional costs for a 
public company range from a conservative 
$1m to $3m, depending on the size of the 
firm. The cost of public equity, which in 
normal timesis lower than that of unlisted 
private equity because investors value the 
liquidity that comes with being traded on 
an exchange, has soared for firms, because 


research analysts and run-of-the-mill in- 


vestors have shunned them, making the 
market for their shares painfully thin. In to- 
day's depressed stockmarket, it is almost 
impossible for such firms to issue fresh 
equity or for investors to sell large blocks 
of shares in them without accepting a big 


Roland Bird 
Rara avis 


Aremarkable colleague 


ITH the passing of Roland Bird, 

who died this month at the age of 
95, The Economist has lost one of its last 
personal links with the era before the 
second world war. Roland joined as 
"Stock Exchange assistant" in 1933, and 
rose to become business editor and then 
deputy editor in the 1940s. In the 1960s 
he moved into management, becoming 
managing director in 1969 and retiring 
from the board only in 1978. A man of 
parts, his great achievement at The Econ- 
omist was to transform its business 
pages. In her history of the newspaper, 
"The Pursuit of Reason", Ruth Dudley 
Edwards says that, “Roland Bird created 
modern business journalism, as op- 
posed to City [of London] or economic 
journalism: it was not until the 1960s 





i 
Mr—and Mrs—Bird at work 


discount to the quoted price. 

Small firms, especially ones that went 
public latein the bubble, when public equ- 
ity was almost free capital, are increasingly 


marginalised in the public markets. Mean- 


while, many sources of private equity— 
such as private equity funds, top manage- 
ment and “angel” investors—have money 
and have not shared in the public crisis of 
confidence about investing in shares. 

In an analysis completed just two 
months ago, Mr Larson identified 126 such 
companies that, by his reckoning, are 
prime take-private candidates because 
they are being severely penalised by the 
market, in terms both of their high public 
equity costs and of their valuation (their 
shares trade for less than the company 
would fetch if it were liquidated). Since he 
first calculated this list, eight of the firms 
on it have gone private—apparently con- 
firming the validity of his message. 

There are two main reasons why priv- 
ate equity may now be a cheaper option 
for these firms. Private equity investors 
take controlling stakes and so can influ- 
ence corporate strategy in a way that pas- 
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that the Sunday Times and gradually 
other newspapers began to emulate The 
Economist in this.” 

Roland came from a poor back- 
ground. He left school at 16 to join the ac- 
counts department of a Northampton 
shoe factory, but became interested in 
economics through reading John May- 
nard Keynes. This led to part-time study 
at a technical school and then evening 
attendance at the London School of Eco- 
nomics, working as an accountant by 
day. On graduating with “a very distin- 
guished first”, he responded to a small 
ad in The Economist, where he was to re- 
main for the rest of his long working life. 

Roland's career spanned both the edi- 
torial and the management sides of the 
newspaper. It also spanned the develop- 
ment of The Economist from a small, in- 
fluential but somewhat esoteric 
publication to a much larger, more com- 
mercially conscious undertaking. He 
had strong views, but they were always 
expressed with loyalty and kindliness. 
In 1954 a recruit wrote of his new boss: 
"[He] goes about his work quietly, with- 
out fuss, and assumes you will do the 
same; doesn't talk all the time but when 
he does say something it's usually a 
peach of prose." Remembered with 
fondness by the many people he helped, 
he was, in short, a remarkable colleague. 


sive public shareholders cannot. And they 
gain access to "insider" information de- 
nied to public investors. 

The case for going private is less clear 
for a second list, of 20 larger firms, recently 
compiled by Mr Larson. These firms also 
suffer from the high costs of being public, 
trade cheaply (although not below liqui- 
dation values) and—in the cases of Circuit 
City and Celera, for example—appear to 
have been misunderstood by the market. 
At the least, he says, these firms should in- 
vestigate carefully whether remaining 
public still makes sense. 

Of course, going private may not be 
straightforward, especially if public share- 
holders do not want to co-operate. The 
firms on Mr Larson's list of 126 that have 
taken themselves private in the past two 
months had to pay between 40% and 80% 
above the price at which their shares had 
been trading to buy them back; public 
shareholders sniffed an opportunity to ex- 
tract some extra cash from a clearly com- 
mitted purchaser. But the premium was 
deemed a price worth paying to escape the 
scrutiny—and costs—of the stockmarket. m 
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Face value | After the musketeer 


Does the sudden death of Jean-Luc Lagardére mark the end of the swashbuckling era in European business? 





HEIR deaths each knocked talk of impending war off the 

front pages in their home country. They had much in com- 
mon. After the death in January of Gianni Agnelli, head of the 
Italian clan that ran the Fiat group, the unexpected demise of 
Jean-Luc Lagardére on March 14th removes another glamorous 
character from the European business scene. Though his private 
life was not in the jet-set league of Agnelli in his pomp, Mr Lagar- 
dére cut a dashing figure in Paris, where he was famous for his 
connections in high places. As other French businessmen fell 
from grace, from Bernard Tapie to Loik Le Floch-Prigent (a former 
boss of Elf Aquitaine now on trial for alleged corruption) to Jean- 
Marie Messier of Vivendi, he seemed unstoppable. 

He built the world’s biggest magazine business, with over 
200 titles ranging from Elle to Paris-Match; his last publishing 
deal (if allowed by competition authorities in Brussels) will 
make Lagardére Europe’s biggest book publisher by adding Vi- 
vendi Universal Publishing to Hachette, Fayard and Stock. 

Business superstars both, Agnelli and Lagardère were 
brothers less in their personal histories than their modus ope- 
randi. Mr Agnelli inherited a fortune and a business empire, 
which he built up before bowing out and (mostly) leaving it to 
decline. Mr Lagardére was of Gascon peasant stock, despite bear- 
ing the name of a famous (fictional) musketeer. He swaggered 
through French business, running Matra, a space and missiles 
group—where he started a niche car business—and building a 
publishing and media empire. He then masterminded the pri- 
vatisation of Aerospatiale and presided over the birth of EADs, 
the European aeronautics defence and space firm. 

Both magnates were adroit legal strategists, using complex 
networks of private firms and partnerships to wield power over 
firms out of all proportion to their personal investment. The le- 
gal device favoured by Mr Lagardère was the commandite par ac- 
tions (a sort of managing partnership, also used by the Michelin 
family to control its tyre giant). Thus, Mr Lagardére personally 
owned 0.59% of EADS shares—yet he in effect controlled a 15% 
stake, giving him great clout, including becoming co-chairman. 

Above all, the two men were masters of playing the political 
system—a valuable talent anywhere, but particularly useful in 
continental Europe’s statist version of capitalism. Both men used 


dynastic ties and political connections to control and develop 
their empires. Whatever Mr Agnelli wanted of Italy’s govern- 
ment he got, from grants to protection from Japanese imports. Mr 
Lagardère played the game equally well. Like a true musketeer, 
he met an occasional set-back with a swift, aggressive riposte. 

In 1981 he bought Hachette, a sleepy family-owned pub- 
lisher, with help from the-then President of France, Valéry Gis- 
card d'Estaing, who blocked a rival bid. After the new Socialist 
government began to nationalise everything, Mr Lagardére 
somehow got it to leave Matra partly in private hands: his. 

Arguably his finest hour began when the state-owned Thom- 
son group was privatised into the hands of a rival in 1996, infuri- 
ating Mr Lagardère. He soon got himself back in favour with the 
socialist government, which turned to him when it wanted to 
privatise Aerospatiale, part of the Airbus consortium. Mr Lagar- 
dére's once-closest lieutenant, Noél Forgeard (a favourite among 
a band of young Turks known as the “Lagardére boys"), had de- 
serted him to run Airbus for the rival Aerospatiale. No sooner 
had Matra taken control of that firm than Mr Lagardére per- 
suaded Jürgen Schrempp, boss of DaimlerChrysler, to merge his 
aerospace subsidiary (along with a tiny Spanish firm, CASA) to 
create EADS. Another Lagardère boy, Philippe Camus, was put in 
charge of this giant, much to the chagrin of Mr Forgeard. 

Now, just as Fiat is in a dire condition following Agnelli's 
withdrawal and eventual death, so Mr Lagardére’s empire may 
find itself in trouble without its master swordsman. For all the 
talk of European—especially French—capitalism being freed from 
government shackles, who can seriously doubt that Lagardére 
would have benefited greatly from its founder's political skills— 
and the rest of his business acumen- in the battles ahead? 


Breaking up his empire 

The task of guiding the firm now falls to Mr Camus and to Mr La- 
gardére's son, Arnaud. The young Lagardère is widely regarded 
as a bit of alightweight compared with his father, and interested 
only in the media business. While this has avoided the excesses 
that ruined the Vivendi empire of Jean-Marie Messier, this week 
Mr Lagardeére's group had to write off €278m ($294m) because of 
losses on its internet business. The group had an additional 
write-off as it closed down its car business, which had struggled 
since losing its sub-contract to build Renault's hugely successful 
Espace minivan, which Matra had invented. 

The two new bosses will face enormous pressure to break up 
the synergy-free magazines-to-missiles group, which was 
created largely to help the late Mr Lagardére escape from one of 
his characteristic scrapes. After missing out on the privatisation 
of the TF1 television channel in 1987, he snapped up another 
channel, La Cinq, three years later, only to see its disastrous per- 
formance and huge debts drag his media business to its knees. 
Mr Lagardere's answer? Merge the aerospace business, Matra, 
with Hachette, so that the cash flow from government missile or- 
ders mopped up the financial mess over time. 

A break-up would, of course, be another triumph for Ameri- 
can capitalist thought over traditional French ways: more effi- 
cient, perhaps, though less swashbuckling. Had Mr Lagardère 
lived, he might have spent this year negotiating with the French 
government to buy its stake in another defence group, Thales, for 
EADS—which would have made it a strong all-round competitor 
to global defence giants such as BAE Systems or Boeing. It was 
not to be. Farewell to the days of one for all and all for one. m 
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Finance and economics 


Investment 





In search of those elusive returns 


Despite this week’s stockmarket rally, tumbling equity prices and bond yields have 
sparked a fierce debate over asset allocation 


ERS this week the markets were telling 
themselves that the second Gulf war 
was as good as won. Equities rallied; bond 
and oil prices fell; gold hardly flickered. But 
that did not help investors, such as insur- 
ance companies and pension-fund man- 
agers, with their thorny conundrum: how 
to allocate their assets over the long term? 

The accepted wisdom, that equities of- 
fer superior returns in the long run, has re- 
cently looked a little hollow (see chart). 
Forecasts for the so-called equity risk pre- 
mium (the return in excess of the yield on 
government bonds demanded by inves- 
tors to compensate for the extra risk of 
holding equities) range from a traditional 
5% to as little as 2.4% a year. Such a thin pre- 
mium may look on the low side to many 
investors, given that share prices could 
tumble again and that more corporate mis- 
behaviour may be uncovered. 

Yet most of the alternatives to pure eq- 
uities~bonds issued by governments (in 
developed or emerging markets), munici- 
palities or companies; asset-backed securi- 
ties; funds of hedge funds; bonds indexed 
to equities or to credit risks—all seem 
loaded with their own mixture of down- 
side risk and lacklustre returns. What can 
an asset manager do, apart from hiding un- 
der the duvet? 

There is plenty of advice available. For 
example, the amazing foresight of the pen- 


... Sion fund of Boots, a British retailer, which 
^ moved all its assets into bonds in 2001 to 


miss the worst of the equity slump, is now 
inviting criticism. “Why sacrifice around 
3% a year so that trustees can sleep peace- 
fully at night? That’s a lot of money com- 
pounded over 25 years,” argues someone 
who thinks he knows better. 

The reason is that, for some pundits, eq- 
uities have lost so much value that they are 
beginning to look cheap. In some cases the 
dividends paid on shares, divided by share 
prices, are even outstripping the yield on 
bonds issued by the same company. This 
makes no sense. The share price has no 
theoretical ceiling, while the bonds pay a 
fixed amount. 

A handful of academic works on the 
equity risk premium, published in the past 
year, far from gathering dust on university 
bookshelves, have become the stuff of hot 
debate in investment banks and company 
boardrooms, and among the trustees of 
pension funds and even university en- 
dowments. Why? Because popular as- 
sumptions about long-term investment re- 
turns have been overturned. A year ago 
Robert Arnott, chairman of First Quad- 
rant, an investment firm, and Peter Bern- 
stein, an investment adviser, estimated 
that the equity risk premium should be as 
low as 2.4%. They argued that accidents of 
history, survivor bias, changes in cor- 
porate culture and many other factors had 
made equity returns look higher than they 
really were over the past 75 years. And they 
concluded that the outlook for equity and 
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bond returns in the short term was about 


the same: between 2% and 4%. 


Sobering conclusions have also come 
from academics at the London Business 
School, whose analysis of equity returns 
since 1900 shows that, before the last bull 
run, only two decades, the 1950s and 
1960s, had produced real rates of return of 
over 10%. The authors, Elroy Dimson and 
others, note that returns were low in 1900, 
but that investors became used to higher 
returns over the next century. Now, per- 
haps, shareholders will have to accept 
lower rewards once again. —— 

Bill Gross, a fixed-income champion at 
Pimco, an American asset-management 
firm, predicted last September that bond 
returns will outstrip equities until share 
prices fall to their fair value, that is, until 
the Dow Jones Industrial Average is at. - 
5,000 rather than today’s 8,000-0dd. How- . 
ever, those with an equity bias, suchas- 
Chris Johns, chief economist at ABN Amro 
Securities, continue to argue for atleast a ~~ 
60% equity weighting over the long term. 
"We're near to the wrong point of the cycle 
to go into bonds,” he says. ME. f 

The debate is even causing ideological > 


















» rifts within the same financial institution, 
says Mr Dimson of the London Business 
School. Corporate financiers are quoting 
one equity risk premium to companies cre- 
ating incentive plans for their employees; 
fund managers pick another rate for asset 
allocation; those advising utilities use an- 
other to negotiate with governments on 
funding; universities worry about how 
much of their endowments they can 
spend each year. Then there are the aggre- 
gate—often wildly optimistic—returns fore- 
cast by equity analysts. “These are very hot 
issues," says Mr Dimson, "since the equity 
risk premium drives decisions on asset 
allocation and company investments." 
Institutional investors know they can- 
not stay out of the market forever. Some 
dived into equities this week as stockmark- 
ets rose. But they are also being tempted 
into so-called alternative investments. 
Hedge funds are attracting a growing pro- 
portion of institutional assets: they have 


been able to achieve above-average abso- 
lute returns in aggregate. But many inves- 
tors will be disappointed, because fewer 
hedge funds are likely to outperform in fu- 
ture and the fees they charge are high. 

Jerome Booth of Ashmore Investment 
Management sings the virtues of sover- 
eign debt in emerging countries. Since a 
crisis in 1998, these markets have become 
less volatile, he says; the investor base has 
become more institutional and less specu- 
lative; and there is less risk of contagion be- 
tween countries. Rating agencies have 
consistently underrated sovereign bonds 
because the risk is hard to quantify, says 
Mr Booth. He boasts over 25% average re- 
turns for his funds in the past decade. 

But even he cautions investors against 
putting more than 5% of their assets into 
such bonds, at least to start. What about 
the rest? Many investors have sought 
higher yields in corporate-credit markets, 


from single-name corporate bonds, credit 





default swaps, or packages of securities 
backed by pools of corporate names. 

The recent high levels of defaults and 
ratings downgrades have taken the shine 
off that market. There may, therefore, be 
little alternative to a cautious return to 
equities. Messrs Arnott and Bernstein rec- 
ommend that investors accustom them- 
selves to much lower returns than they 
have enjoyed in the past. “It’s naive to ex- 
pect earnings and dividends to grow faster 
than the economy,” says Mr Arnott. 

That translates roughly into higher pen- 
sion contributions, a longer working life 
and less rosy retirement all round. Or you 
can take a punt. Recently, Jonathan Comp- 
ton of Bedlam Asset Management said he 
was buying his 18-year-old daughter 
shares in one company, BP: “One of the 
great opportunities this side of Mars,” he 
was quoted as saying. This week Bp’s 
shares dipped when a $3.4 billion shortfall 
appeared in its pension fund. si 


Allianz 


Farewell, Fahrholz 


Germany's biggest insurer replaces the 
boss of its troubled banking subsidiary 


HE questions had been going around 

for weeks. How big a loss would Al- 
lianz, Germany's biggest insurance com- 
pany and, through its extensive sharehold- 
ings, arguably its most powerful company, 
announce for 2002? Were things so bad 
that Allianz would be forced to raise fresh 
capital? And could Bernd Fahrholz, head 
of theinsurer's subsidiary, Dresdner Bank, 
Germany's third-biggest bank and a drain 
on Allianz since being acquired in 2001, 
cling on to his job? 

By March 20th, the answers were plain: 
huge; yes; and no. That morning, Allianz 
admitted to its first annual loss since 1945, 
of €1.2 billion ($11 billion) after tax. 
Dresdner alone lost €1.4 billion, mainly 


the product of €2.2 billion of provisions » 
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> against loans, both in Germany and 
abroad, that have turned bad. 

In line with most analysts’ expecta- 
tions, Allianz will raise up to €5 billion of 
new capital, €3.5 billion of it from new 
shares and €1.5 billion from subordinated 
debt. It will also reduce, from 22% to about 
15%, its stake in Munich Re, a giant rein- 
surer that is Allianz's biggest shareholder 
(and its neighbour in Munich's Kónigin- 
strasse). Both companies' share prices 
opened sharply down on March 20th. Mu- 
nich Re has had its troubles too. 

Mr Fahrholz went on March 19th, the 
latest executive casualty of the insurer's 
purchase of the bank. Three months ago, 
Henning Schulte-Noelle, Allianz's chief, 
said that he would quit in April. His re- 
placement, Michael Diekmann, head of 
Allianz's American operations, is thought 
to beless wedded to the Dresdner deal. Mr 
Fahrholz's job has gone to Herbert Walter, 
head of the retail-banking business of 
Deutsche Bank, Germany's largest bank. 
Allianz has had a good look at Mr Walter 
before: two years ago, the insurer tried to 
broker a merger between Deutsche and 
Dresdner, which would have left it with a 
slice of Deutsche's retail division. 

Since Allianz bought Dresdner, the 
bank's Frankfurt headquarters, adorned 
with its green-triangle logo, has looked 
increasingly like an outpost of the Munich 
insurer's empire. Some say Mr Walter's ap- 
pointment shows Allianz's intention to 
turn Dresdner into a specialist retail finan- 
cial-services operation—not least, as a con- 
duit for insurance policies-and to ditch 
the bank's corporates and markets divi- 
sion. This division, which houses 
Dresdner Kleinwort Wasserstein, an in- 
vestment bank, as well as corporate bank- 
ing, is the main culprit for its huge losses. 
“Mr Walter is a retail man, and corporates 
and markets is not working out,” says Marc 
Thiele of Commerzbank Securities. 

Arguably, some of Dresdner’s woes are 
not of its own making. Germany has hun- 
dreds of small public-sector banks lending 
at hardly profitable rates, squeezing the 
margins of their private-sector peers. With 
the German economy in the doldrums, the 
country saw record levels of insolvencies 
last year. “Nobody could foresee that there 
would be such a crisis in German bank- 
ing,” says Alessandro Profumo, the boss of 
UniCredito, an Italian bank. 

Besides the trouble at Dresdner, Allianz 
continues to be plagued by the turmoil in 
stockmarkets. The insurance team at Mor- 
gan Stanley said in a report on March 17th 
that, of all the companies they cover, Al- 
lianz is the most geared to equities. Their 
counterparts at Merrill Lynch recently 
maintained their sell recommendation on 
similar grounds. Allianz's equity exposure 
as a percentage of gross assets is now 18%, 
down from 25% at the beginning of last 
year. Most big European insurers have cut 
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Time to take a hammer to Dresdner 


their investment in equities by far more. 

There are bright spots in Allianz's em- 
pire. Its property-and-casualty business is 
strong at a time of rising rates and increas- 
ing demand. Its combined ratio-the ratio 
of claims and expenses to premiums-fell 
last year by 3.1 percentage points. Allianz 
Leben, its life-insurance arm, control of 
which was a by-product of the Dresdner 
takeover, now has 18% of the German mar- 
ket. Allianz Leben's profitability is admit- 
tedly low. Its policies yield 5.3% a year, gen- 
erous considering investment returns. Yet 
ithas far more room to reduce payouts (the 
statutory minimum on the newest policies 
is 3.25%) than rival firms, especially the 
smaller fry. 

Other Allianz subsidiaries are also in 
fair condition. RAs, Italy's second-largest 
life insurer, of which Allianz owns 55%, 
said on March 18th that it more than dou- 
bled its net profit last year, to €911m. 
Pimco, one of Allianz's two asset manag- 
ers in America, continues to thrive. On the 
other hand, Assurances Générales de 
France, a French insurer controlled by Al- 
lianz, revealed disappointing earnings fig- 
ures on March 17th. 

The big question mark, though, sits 
over Dresdner. Mr Fahrholz, an opponent 
of the break-up of his bank, fought hard to 
bring costs under control: his “turnaround 
2003" scheme was supposed to bring the 
bank back into the black this year. He laid 
off 11,000 staff and cut expenses fiercely. 
Last year, the bank's administrative ex- 
penses were reduced by 12.3%. Bob Yates of 
Fox-Pitt, Kelton, an investment bank, for 
one, thinks that the worst is over for 
Dresdner and in two or three years the 
bank might actually make money. Mr 
Diekmann might not be that patient. The 
question now is, who would want to buy 
part—or all-of Dresdner Bank? m 
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Northwestern Mutual 


Signs of life 


MILWAUKEE 
Atleast one insurance company in the 
world is thriving 


| ge one big financial company 
after another is under investigation 


by regulators, suffering merger indiges- 
tion, lamed by bad investments, or all 
three, life in Milwaukee, at Northwestern 
Mutual, is going fine, as always. Indeed, 
thelifeinsurer does so well with such regu- 
larity that its virtues draw notice only 
when everyone else is in convulsions. 

Northwestern's policyholders have 
just received its annual report, its only re- 
quired disclosure of financial results. It 
shows that, even at a difficult time, North- 
western managed to increase its surplus 
(insurance-speak for retained earnings) by 
5%, to $7.2 billion. It will pay out policy- 
holders a dividend of $3.7 billion, more by 
far than any other American insurer. 
Meltdowns elsewhere notwithstanding, 
Northwestern's diversified $90 billion in- 
vestment portfolio rose in value by 1% last 
year. Any number of conservative inves- 
tors, such as trustees of university endow- 
ments, would view this as brilliant. 

Among America's 1,200 life-insurance 
companies, Northwestern is developing a 
commanding presence. In personal life 
policies, it is the leader, claiming a market 
share of 8.7% in the first nine months of 
2002 (see chart), up from 8.3% in 2001, 7.7% 
in 2000, and so on. This reflects a steady in- 
crease in new customers, particularly 
among the wealthy. Richer customers 
tend to be steadfast. Fewer than 4% of 
Northwestern's clients abandon their poli- 
cies. The industry average is more than 
twice as high. 

One reason for Northwestern's success 
may be its reputation for honouring 
claims. In the aftermath of the World Trade 


Centre’s collapse, it announced that it » 


i Milwaukee's other claim to fame 
Ordinary life-insurance premiums 
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> would pay out even before death certifi- 
cates were issued. The company is also 
known for avoiding rotten products and 
for retroactively applying any decline in 
product prices to existing customers as 
well as to new ones. Most competitors 
would think this insane. 

Northwestern is also loth to abandon 
employees. In 145 years, it has made no 
one redundant—not even last year, when 
many other insurers, banks, and asset- 
management companies were tossing 
people out of the door. Instead, it is on a 
hiring binge: 1,700 people will be added to 
its proprietary sales force of 7,800. The 
hope is that 400 or so will survive the 
hard, early years of pitching insurance, 
and then, as usually happens, stay for life. 

In the past three years, most large 
American insurance companies have de- 
mutualised, among them Metropolitan 
Life, Prudential and John Hancock. Some 
may be better managed as a result, yet 
none has seen much appreciation in its 
share price. Consequently, all are under in- 
creasing pressure. Northwestern changed 
its corporate structure in 1999, but recoiled 
from going public. Given the market tur- 
moil since, it has little cause for regret. 

Unlike many big insurers, especially in 
Europe, Northwestern Mutual has resisted 
acquisitions. It has bought only Russell, a 
pension advisory firm, and avoided other 
insurers, which often come with buried 
problems. “If growth is not organic,” says 
Edward Zore, the company’s chief execu- 
tive, “it is not permanent.” Many finance- 
industry bosses might agree—and wish 
they had thoughtit sooner. 8 


Water privatisation 


Raise a glass 


How toimprove child health 


FE issues have generated more heat at 
this week's third world water forum in 
Kyoto than the privatisation of water sup- 
plies. Only dam-building arouses more 
hostility among non-governmental orga- 
nisations (NGOs). Water, in their view, is 
too precious and too important to be put 
into private hands. Private companies, 
runs the argument, will care about profits, 
not about the impact of water on human 
health and disease. 

A new study* by three economists, two 
based in Argentina and one at the Haas 
School in Berkeley, California, suggests 
that the NGOs are wrong. Examining Ar- 
gentina's privatisation campaign in the 
19905, one of the world's biggest and one 
of the few to involve extensive privatisa- 
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tion of local water services, they find that 
privatisation may actually bring benefits 
for the health of young children, the group 
most vulnerable to disease. 

The study takes advantage of the fact 
that water services in Argentina are the 
responsibility of local governments, and 
that only 30% or so of municipalities chose 
to privatise them between 1991 and 1999. 
That creates a control group for comparing 
child mortality. 

Water privatisation in Argentina cer- 
tainly brought increases in productivity 
and profitability. The largest privatisation 
involved the transfer to Aguas Argentinas, 
a consortium led by Lyonnaise des Eaux, a 
French company, of OSN, a federally 
owned entity in Buenos Aires. At the end 
of the first year, prices for both water use 
and connection were lower than they had 
been atthe start. Non-payment of bills had 
been high; by cutting customers off after 
three unpaid bills, the company got 90% of 
people to pay. The number of employees, 
whose average age was Over 50, was cut by 
almost half. In its second year, Aguas 
Argentinas was highly profitable. 

In the decade before privatisation, OSN 
had invested too little to replace depreciat- 
ing assets. In the late 1980s, the proportion 
of the population receiving water had 
been falling and summer shortages fre- 
quent. From $25m a year in the decade be- 
fore privatisation, the company’s invest- 
ment rose to about $200m a year in 
1993-2000. Connections to the water and 
sewerage networks rose, especially among 
poorer households: most richer house- 
holds and families in the city centre were 
already hooked up. Besides, the govern- 
ment set targets for connecting the poor, 
who have also been largely protected from 
subsequent disconnections. 

Other water privatisations in the coun- 
try seem to have achieved broadly similar 
results. Among municipalities in Argen- 
tina that privatised in 1990-96, the number 


* “Water for Life: The Impact of the Privatisation of 
Water Services on Child Mortality”. By Sebastian 
Galiani, Paul Gertler and Ernesto Schargrodsky. 
Available at http://faculty.haas.berkeley.edu/gertler/ 


of households connected to the network 
rose by 4.2 percentage points more than in 
districts that remained in public hands. 

Before privatisation really got under 
way, in 1995, child mortality rates were 
falling at much the same pace in munici- 
palities that eventually privatised and 
those that did not. After 1995, the fall accel- 
erated in privatising municipalities (see 
chart). The fall was concentrated in deaths 
from infectious and parasitic diseases, the 
sort most likely to be affected by water 
quality and availability. Deaths from other 
causes did not decline. 

These effects were much stronger in 
municipalities with high levels of poverty 
than in those that were better off. Overall, 
childhood mortality fell by 8% in areas 
where water services were privatised, and 
by 24% in the poorest areas. The NGOs in 
Kyoto campaigning against privatisation 
are therefore likely to be condemning 
more children, not fewer, to death from 
waterborne diseases. 8 


Hedge funds in Japan 


Growth industry 


TOKYO 
Despite official frowns, Japanese hedge 
funds are on the rise 


APANESE officialdom views hedge funds 
with deep suspicion. Some politicians 
and civil servants think all hedge funds are 
evil short-sellers, selling borrowed shares 
inthe hope of buying them back at a lower 
price. They blame hedge funds for the lat- 
est tumble in Tokyo's stockmarket, which 
this month has touched 20-year lows (see 
chart). Yet despite official enmity, hedge 
funds focusing on Japanese equities have 
been growing in both size and number. 
There were about 50 at the start of last 
year. Now there are more than 70. 
It is difficult to nail down the exact size 
of hedge funds' positions. Still, Mark Ma- 
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> Centre on Japanese Economy and Busi- 
ness, estimates that hedge funds’ assets in- 
vested in Japan grew by more than 40% in 
2001, to nearly $10 billion. He believes that 
Japan-focused hedge funds have around 
$12 billion-15 billion under management, 
with global macro funds allocating a fur- 
ther $8 billion-15 billion to Japan. 

One catalyst of growth was the 
break-up of big macro funds about three 
years ago. This produced a crop of experi- 
enced managers who set up their own 
funds. Some of these saw opportunities in 
Japan, which had relatively few hedge 
funds. Their emphasis has been mainly on 
micro investing strategies: focusing on the 
prospects of individual companies and 
looking for gains from corporate restruc- 
turing and mergers. 

Many hedge funds pursue “long-short” 
equity strategies—investing in stocks they 
like and shorting those they do not. Institu- 
tional investors, especially the country’s 
troubled life insurers, who are keen to 
make a few yen by lending shares to short- 
sellers, are aiding them in this. “A lot of 
stock is available for shorting,” says one 
hedge-fund manager. “The more dis- 
tressed institutions are, the more likely 
they are to want to supplement their in- 
come.” Yet contrary to official prejudice, 
say industry observers, most hedge funds 
buy more stocks than they sell short. The 
biggest sellers of shares are not hedge 
funds but local institutional investors 
looking to cut their losses. 

Most hedge-fund investors are foreign. 
The attraction is that in the past couple of 
years Japan-focused hedge funds have out- 
performed, if only by alittle, funds centred 
on American or European equities. Aver- 
age annual returns in 2001 and 2002, esti- 
mates Stephen Jupp of Tremont Advisers, 
a New York investment and advisory firm, 
were around 4.4%. 

However, Japanese institutional inves- 
tors are also starting to shift money into 
hedge funds. Japan's huge corporate pen- 
sion funds are set to make negative returns 
for the third year running. They have lost 
money on domestic and foreign equities. 
Although their large holdings of Japanese 
government bonds (jGBs) have been prof- 
itable, returns are likely to be thin—ten- 
year bonds yield less than 1%—and may 
even turn into losses. Erol Emed of sG Ya- 
maichi Asset Management says that pen- 
sion funds are looking for alternative in- 
vestments with a similar risk profile to 
JGBs. Hence the attraction of hedge funds 
promising low volatility. Were corporate 
pension funds to switch even a small pro- 
portion of their portfolios, the hedge-fund 
industry would receive a handsome in- 
flow. 

Yet fund managers have worries too. 
One is that liquidity in Japan's stockmark- 
ets is falling-although this may concern 
them less than bigger, less nimble inves- 
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tors. Another is regulatory risk. It is not so 
much that short-selling rules were tight- 
ened last year: that merely brought Japa- 
nese regulations into line with America's. 
It is more that new rules are often intro- 
duced suddenly, leaving investors little 
time to modify their systems and strate- 
gies. This forces investors to cover short po- 
sitions at unfavourable times. Such prac- 
tices could turn hedge funds away from 
Japan. And that would be a pity—whether 
the funds are shorting zombie companies 
or buying brighter-looking prospects. = 


Burmese banks 


Kyatastrophe 


YANGON 


A bank run in Myanmar 


HEN the governor of Myanmar's 
central bank said there was nothing 
to worry about, people suspected that 
something was seriously amiss. Then, a 
few days later, General Khin Nyunt, the 
third-ranking member of the country's 
military junta, declared: *The people are 
forewarned that if the banks are affected 
due to the rumours maliciously spread by 
destructive elements, the country will also 
have to bear the consequences." Having 
deciphered his syntax, depositors rushed 
to withdraw their money from Myanmar's 
20 private banks. The banks, unable to pay 
them all, limited withdrawals to 1m kyat 
(officially, $160,000; unofficially, about 
$1,000) per account per week. More than a 
month later, the restriction remains and 
the government is as ham-fisted as ever. 
The government has told bankers not 
to speak to journalists or place advertise- 
ments, so no one has much idea of what is 


Collect your kyat when you pass Go 


going on. Probably, the bank run was 
sparked by the collapse of several shady 
investment schemes in early Fébruary. But 
the root cause is the government's 10% cap 
on interest on deposits. With inflation at 
50%, no wonder many Burmese put 
money into shaky schemes, or indeed any- 
thing promising more than the banks. 

On paper, Myanmar's private banks 
(there are a few state-owned ones too) 
looked solid before the crisis. They held 
roughly 500 billion kyat in deposits. Their 
reserve requirement was a steep 2096 of 
that. What's more, they could lend only 
against collateral, and then only up to 4096 
of its value, conservatively estimated. 

It seemed, then, that the central bank's 
initial reaction—lending perhaps 30 billion 
kyat to the banks—was safe enough. Sud- 
denly, it changed its tune, ordering the 
banks to bring in their own cash by recov- 
ering 10% of their loans by March 1st and 
another 30% by the end of April. Mean- 
while, the Burmese are having a hard time 
getting any money. The sheer shortage of 
kyat has driven the black-market exchange 
rate from roughly 1,100 to the dollar to 900 
since the crisis began. 

Bosses cannot pay their employees, nor 
tradesmen their suppliers. One foreign 
businessman complains that his turnover 
has fallen by 20%. Construction has 
stopped on several building sites, locals 
say, for want of cash to pay the labourers. 
As the banks call in loans, the slump can 
only deepen. 

Why is the central bank now sitting on 
its hands? One rumour has it that it ran out 
of paper and ink with which to print 
money, and so had to stop bailing out the 
banks. Another theory contends that the 
junta wants to put the ethnic Chinese busi- 
nessmen who run most of the banks in 
their place. Or maybe it knows that the 
banks were not, in fact, run as tightly as the 
rules required. One thing is certain: gener- 
als make poor bank regulators. = 
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Risk management for the masses 


We have the financial technology, says Robert Shiller, to cope with growing economic risks 
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Robert Shiller is professor of economics at 
the International Centre for Finance, Yale 
University, and the author of “Irrational Exu- 
berance” (Princeton University Press, 2000). 
in the 21st Century” (to be published by 
Princeton Press on April 2nd; 


$29.95 and £19.95), on which this article 
based, lays out a vision for the future of fi- 
nance, insurance and social welfare. 


| nm a lot of attention has been focused on the stockmarket 
ust after the 1990s boom and on the short-term state of the 
economy, now teetering in and out of recession. Look ahead, 
though, and there is every reason to think that there are bigger, 
equally unpredictable economic risks on the way. Perhaps the 
biggest such issue in the next ten years will be the quick pace of 
change in the economic status of individuals. Advances in tech- 
nology, in particular, have increased the chances both of striking 
it lucky, and becoming very wealthy—but also of being unlucky, 
and becoming very poor. The likely outcome is both greater econ- 
omic uncertainty and greater inequality. But there is good news 
too: the financial tools that will allow ordinary folk to cope with 
increased uncertainty, and to insure against adverse economic 
events, are already being developed. 

Inequality has been on the rise in virtually all rich countries in 
recent decades. This increase appears to be due, in large part, to 
changing technology, such as rapidly advancing communica- 
tions, information and control technology, and its effects on an 
interdependent world economy. It is true that, by some measures, 
world income inequality has been decreasing—notably because 
China and India have been catching up. But there are reasons to 
expect a longer-run tendency towards much greater inequality. 

Advanced technology often means that a smaller number of 
skilled people supply their services over a wider area, producing 
a “winner-take-all” effect, where only the best do well, and these 
lucky few command enormous incomes. The invention of the 
phonograph did this for singers, and the invention of the motion 
picture did it for actors. Proliferating communications and in- 
formation technology may do the same for many other occupa- 
tions in the future. 

So far, a good deal of public resentment about increasing in- 
equality has centred on the most visible highly paid people. Re- 
cently, public policy has focused on preventing a few 
unscrupulous top executives from unfairly enriching themselves 
at investors' expense. However, we are likely to discover that this, 
while helpful, does relatively little to mitigate the forces that 
make or break fortunes, which are much bigger than any fraud or 
malfeasance that we see today. Why? Because new technology 
produces far more pervasive and important changes in fortunes 
than those caused by dishonest boards or accounting shenani- 
gans. Such changes stem from the very stuff of capitalism, undra- 
matic events that unfold over many years: word processors 
replacing secretaries, industrial robots replacing assembly-line 
workers, and online-learning sites replacing professors. 

Although new technology can mean that jobs are replaced by 
machines, it has often created as much employment as it de- 





stroyed, albeit of a different type. When Cyrus McCormick's 
automatic harvester replaced field hands in the mid-19th century, 
the invention promoted greater prosperity and helped to create a 
variety of other jobs, like turning grains into fancy breakfast cere- 
als and packaged baked goods. 

Now, though, with the pace of technological progress increas- 
ing, there is a high degree of uncertainty whether lost jobs will 
ever be replaced with others that are as remunerative. We have 
moved from the field to the factory to the service sector, but as 
technology relentlessly advances, it isn't clear where we will be 
heading next. A possible dearth of good career alternatives for 
many people could generate great inequality in coming decades. 

Yet, paradoxically, the same technology that is creating this in- 
equality could also reduce it. It got us into the problem and it can 
get us out. This technology needs to be coupled with the science 
of risk management, which combines elements of finance and 
insurance to help deal with the possibility of adverse events, in 
much the same way as bankers and financiers minimise the risks 
of doing business by using fancy financial arrangements such as 
currency hedging and interest-rate swaps. 


From Wall Street to Main Street 

Most of us do not think of inequality as a risk-management pro- 
blem akin to those that financiers or insurers deal with. However, 
if our purpose is to reduce gratuitous inequality—ie, inequality 
that cannot be justified in terms of individual talent or effort— 
then we should reduce the random economic shocks that affect 
our lives, such as random shifts in the market for our labour. The 
most basic principle of finance and insurance is that spreading 
risks over large numbers of people can reduce their impact. The 
challenge today is to discover how to make this principle work 
for the greatest economic risks that most people face. 

By coupling risk management with technology, society can 
much more thoroughly reduce the negative impact of future risks. 
This will require some innovation, but we can achieve this, and 
we are already trying. 

Today, investment banks use sophisticated financial instru- 
ments to help business clients hedge against changes in such 
things as the value of currencies or in commodity prices. For ex- 
ample, a company that uses oil as an input in production can buy 
an option to purchase it at a predetermined price and thus elimi- 
nate the risk that oil will get too expensive. An American firm that 
has a cash inflow denominated in euros can, with the help of an 








> investment bank, sign a swap contract that exchanges this euro 
income for dollars at a predetermined exchange rate, thereby 
eliminating currency risk. Similarly, venture-capital firms help 
young start-up companies by setting up a compensation struc- 
ture that shields employees from some of the greatest risks of the 
business and yet offers them enough potentíal rewards to stimu- 
late them to work hard. The employees are able to pursue a very 
risky business without worrying that failure will put their fam- 
ilies on the streets. 

Investment banks and venture-capital firms are willing to help 
clients mitigate these risks because they have a great deal of in- 
formation on which to base their decisions. Exchange rates and 
oil prices are well-understood and well-measured risks, for 
which there are large and deep markets with prices that can be 
Observed on a second-by-second basis. When dealing with large 
companies, it is well worth the investment banks' efforts to un- 
derstand their clients’ problems and educate managers in risk- 
management principles. Venture-capital firms are able to reduce 
risks for start-up businesses because they have control over the 
terms of the deal, carefully laid out by lawyers, and with accurate 
accounting of the goings-on in the company. 

In the future these same general risk-management techniques 
could be applied to every individual worker, as information be- 
comes more available, as automation reduces the costs of tailor- 
ing risk-management contracts to individual needs, and as new 
technology is developed to deliver such services widely. 

The same information technology that helps big businesses 
manage risks is providing greater detailed information about 
individual economic risks, allowing us to form thousands and 
thousands of indices of incomes and prices. We are developing 
huge databases of information about individual incomes, and 
their correlation with other economic variables. These databases 
are increasingly accurate and up-to-date, so that they can provide 
the bases for settlement of risk-management contracts. 

For most individuals, the biggest risks are not euro-dollar ex- 
change rates or oil prices. Instead, they are their pay packets or the 
price of their homes. It is reasonable to suppose that, in coming 
years, our personal financial-services software, with the assis- 
tance of professional organisations or trade unions and pension 
funds, will allow people to make essential contracts to reduce in- 
come risk. Individuals may be able to create financial swaps of 
average incomes in their region (as measured by a regional in- 
come index), thereby reducing risk. It will also be possible to 
create home-equity insurance contracts that protect them against 
a decline in the market value of their homes. 

We will also be able to expand the complexity and coverage of 
existing insurance, notably disability insurance. Right now, dis- 
ability insurance covers specific medical problems. It could be ex- 
panded to cover a much wider range of risks to an individual's 
career. Employees could get insurance against losing their jobs to 
an emerging technology or cheap overseas workers. Currently, 
insurance companies do not cover such risks, primarily because 
the risks are not objectively verifiable or measurable. But, as our 
database technology and our ability to track individuals through 
time grow, the scope of insurance should widen dramatically. 

It will also be possible to create for individuals contracts that 
provide incentives for them to advance their own individual ca- 
reers. These would be analogous to the kind of contracts that ven- 
ture-capital firms draw up for the management of young 
companies. An individual may then go forth and develop a 
highly risky personal career, acquiring specialised skills that also 
have a small probability of being extremely important but carry 
as well a risk of becoming useless. Such individual contracts 
could be a breathtakingly important stimulus for our economy, if 
they free people from career risks and allow them to be more ad- 
venturous in all aspects of their careers. We may then expect to 
see an explosion of individual creativity and diversity. 

. . . The same information technology will allow us to produce 





large international markets for a complex array of aggregated 
risks that today are not traded at all. In the not-too-distant future, 
we can have what will in effect be online auctions 
tional-income indices, for gross domestic product and 
between the Gprs of different nations. These international mar- 
kets can be used by insurers and other retailers of individual risk- 
management services to lay off the risks that they incur by help- 
ing individuals with their risks. | 







Emerging trends 
When will we have the ability to insure ourselves—our jobs, our 
homes, our lives? Today there are a few early indicators of inno- 
vative risk-management techniques, some of which could grow 

to have a large impact. 

In October 2002, Goldman Sachs and Deutsche Bank created 
a new electronic market (www.gs.com/econderivs/) for econ- 
omic indices that represent substantial economic risks, such as 
nonfarm payroll (a measure of job availability) and retail sales. 
This new market was made possible by a sophisticated trading 
technology, developed by Longitude, a New York company pro- 
viding software for financial markets, called the Parimutuel Digi- 
tal Call Auction. This is “digital” in the sense of a digital option: ie, 
it pays out only if an underlying index lies in a narrow, discrete 
range. In effect, Longitude has created a horse race, where each 
“horse” wins if and only if the specified index falls in a specified 
range. By creating horses for every possible range of the index, 
and allowing people to bet on any number of runners, the com- 
pany has produced a liquid integrated electronic market for a 
wide array of options on economic indices. 

Ten years ago it was virtually impossible to make use of elec- 
tronic information about home values. Now, mortgage lenders 
have online automated valuation models that allow them to esti- 
mate values and to assess the risk in their portfolios. This has led 
to a proliferation of types of home loan, some of which have im- 
proved risk-management characteristics. 

We are also beginning to see new kinds of insurance for 
homes, which will make it possible to protect the value of what, | > 
for most people, is the single most important component of their | 
wealth. The Yale University-Neighbourhood Reinvestment Cor- 
poration programme, launched last year in the city of Syracuse, 
in New York state, may be a model for home-equity insurance 
policies that rely on sophisticated economic indices of house 
prices to define the terms of the policy. Electronic futures markets 
that are based on econometric indices of house prices by city, al- 
ready begun by City Index and 1c Index in Britain and now being 
developed in the United States, will enable home-equity insurers 
to hedge the risks that they acquire by writing these policies. _ 

These examples are not impressive successes yet. But t 
stand as early precursors of a technology that should oni 
help us to deal with the massive risks of inequality that 
wise will beset us in coming years. @ j 
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Refrigeration 


Some cool ideas 


Traditional refrigeration may be eased out by new technologies 


TR basic technology of refrigeration 
has not changed much since the 19th 
century. Refrigerators (and their cousins, 
air conditioners) work by compressing a 
fluid and then allowing it to expand. Com- 
pression heats the fluid up, thus heating its 
surroundings. Expanding it cools it down, 
thus cooling its surroundings. Arrange for 
the compression to happen in one place 
and the expansion in another, and heat 
will be pumped from the latter to the for- 
mer. Pick the right fluid and you can move 
a lot of heat. 

Early refrigerators used ammonia, 
which is poisonous. Then chlorofluorocar- 
bons (CFCs) were discovered. They are not 
poisonous, and quickly displaced ammo- 
nia. But CFCs were implicated in the de- 
struction of the ozone layer that protects 
the Earth from ultraviolet light, and were 
banned. So ammonia came back into fash- 
ion. Now, technologists are working on 
several completely different ways of cool- 
ing things. 


Pumped up 
The least different way is called closed-cy- 
cle air refrigeration. Instead of employing 
special fluids such as CFCs or ammonia, it 
uses air itself as the working fluid. 
Open-cycle air refrigeration, in which 
air is compressed, allowed to shed the heat 
this generates, and then blown into the 


space to be cooled, is already used in some 
sorts of air conditioning-for example, on 
aircraft. It is safe, since the pressures in- 
volved are low, but it is inefficient, because 
the cooled air is lost to the system. 

A closed cycle (ie, a sealed system simi- 
lartoatraditional refrigerator) can be more 
efficient than an open one, but that effi- 
ciency requires the air to be pressurised to 
a much higher level. Indeed, the reason 
why crcs and ammonia were used in the 
first place is that they are more compress- 
ible than air, and thus deliver more refrig- 
eration for a given pressure. The trick, 
therefore, is to generate and contain the ex- 
tra pressure safely. 

A collaboration between America's Na- 
tional Institute of Standards (NIST) and 
several American refrigeration companies 
has overcome these problems. To generate 
the 82 atmospheres of pressure needed re- 
quires a pump shaft that can rotate 30,000 
times a minute, and can do so at tempera- 
tures between -50°C and -100°C. That, in 
turn, required the development of new 
seals between the shaft and its housing. 
These have specially designed spiral 
grooves that eliminate the need for lubri- 
cants, since those can fail at such high pres- 
sures and low temperatures. 

Besides getting rid of expensive and po- 
tentially dangerous coolants, closed-cycle 
refrigeration chills things faster than con- 
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ventional refrigeration. That should im- 
prove food safety, as packaged frozen 
foods will spend less time in the tempera- 
ture range conducive to bacterial growth. 
Foods frozen using this technique should 
taste better, too, as faster cooling means 
less dehydration. All told, N1sT says, these 
benefits should be worth hundreds of mil- 
lions of dollars a year, even if only a hand- 
ful of large industrial refrigeration plants 
switch over. 


Sounds good 

Closed-cycle air refrigeration still uses the 
compression and decompression of a cir- 
culating fluid. Another new technique 
abandons even that. Sound is normally 
thought of as a pressure wave. But, like any 
other pressure change, it also brings a 
change in temperature. In an ordinary con- 
versation, that temperature change is a 
mere ten-thousandth of a degree. But a 
loud sound in a pressurised gas can cause 
significant temperature changes. Such 
sounds can be made without any moving 
parts by the use of a resonating cavity. The 
lack of moving parts means that devices 
depending on “thermo-acoustic” effects 
can be made to be much more efficient 
than conventional refrigerators. 

A collaboration between America’s Los 
Alamos National Laboratory and Praxair, 
an industrial-gas company based in 
Connecticut, is in the process of commer- 
cialising this idea. Praxair is interested in 
using it to liquefy natural gas. 

The trick in building thermo-acoustic 
refrigerators lies in synchronising the 
pulses of sound in such a way that little 
packets of cold fluid are pushed one way, 
while little packets of heated fluid move in 
the opposite direction. In this case, pres- 


surised helium is used to conduct heat ™ 


> away from the natural gas. The helium is 
pushed through a thin mesh of steel wires 
to break it up into packets. By adjusting the 
size of the resonating cavity, and of the 
mesh, the sound waves can be made to 
cool the helium, which in turn cools the 
natural gas. 


An attractive alternative 

A third new refrigeration technology may 
see use not just in industrial plants, but 
also in the air-conditioning systems of 
cars, and perhaps even in household re- 
frigerators. It has been known for a long 
time that certain substances heat up when 
placed in a magnetic field, and cool down 
when the field is removed. Unfortunately, 
this effect is large enough to be useful only 
in a handful of rather exotic materials, 
most notably alloys of gadolinium. And 
the magnetic fields involved need to be 
very powerful. 

Until 2001, superconducting magnets 
had to be used to produce strong enough 
magnetic fields. However, in that year Karl 
Gschneidner, a researcher at Ames, a 
NASA research lab in Iowa, succeeded in 
making a magnetic refrigerator using 
strong permanent magnets. This magnetic 
refrigerator work by using a rotating wheel 
containing gadolinium alloy. The rotation 
takes the alloy in and out of the magnetic 
field, alternately heating and cooling it. 
Water cooled by the cold alloy is then cir- 
culated through coils like those found in a 
regular refrigerator. A coolidea indeed. m 


Medicine 


The shock of the 
new 


A previously unknown strain of 
pneumonia has struck 


SIF the threats of war and international 
terrorism were not enough, a new dis- 

ease is causing the nervous to think twice 
about travelling abroad. More than 250 
people have been taken ill with a previ- 
ously unknown form of pneumonia, 
which has been dubbed Severe Acute Res- 
piratory Syndrome (SARs). Cases have 
been confirmed, or are suspected, in at 
least ten countries, and the World Health 
Organisation (WHO), which has given a 
warning that the syndrome is a “world- 
wide health threat", has recorded nine 
deaths since February 1st. 

Pneumonia is the medical term for an 
inflammation of the lungs. Such an inflam- 
mation may be caused by bacteria, viruses 
or fungi. SARS is an “atypical” pneumonia 
because the lungs swell and compress 
against the chest, making it difficult to 
breathe (in ordinary pneumonia the lungs 


fill up with mucus). 

A number of pathogens are known to 
cause atypical pneumonias, but the organ- 
ism behind sars has been elusive. Now, 
though, doctors from the Chinese Univer- 
sity of Hong Kong, and the Prince of Wales 
Hospital in that territory, believe that a vi- 
rus may be responsible. They have identi- 
fied a virus from the paramyxoviridae 
family in three patients. This is a group of 
viruses that is responsible for mumps and 
measles in people, as well as Newcastle 
disease, an infection of chickens, and rin- 
derpest, a cattle disease. 

However, Dick Thompson, a spokes- 
man for the WHO, cautioned against leap- 
ing to conclusions about the cause of the 
outbreak. “This is a common family of vi- 
ruses, and it is typically found at this time 
of winter,” he said. He added that, at this 
stage, it would be a “huge leap” to say that 
a paramyxovirus was responsible. 

Many suspect that the current out- 
break, which was first noted by the wHO 
in Vietnam, actually began in southern 
China in the province of Guangdong. An 
outbreak of atypical pneumonia in No- 
vember last year struck 305 people, killing 
five. But no firm link between the out- 
breaks has yet been made. 

The Guangdong outbreak was reported 
by the Chinese government to the WHO 
only in mid February. And only this week, 
on March 18th, did the government ac- 
knowledge that it had a continuing out- 
break of atypical pneumonia. Southern 
China is a notorious crucible of infection. 
And getting at the truth in China is not sim- 
plified by the government's erratic report- 
ing and acknowledgment of diseases on 
its territory. For example it denies, despite 
strong circumstantial evidence to the con- 
trary, that China was the source of a big 
outbreak of avian influenza that hap- 
pened in Hong Kong in 1997, when the ter- 
ritory was British. 

Atthe moment, there are no indications 
that SARS is due to some form of terrorism. 
Julie Gerberding, director of the Centres 
for Disease Control and Prevention (CDC) 
in Atlanta, Georgia, says that the pattern of 
transmission is typical of a contagious res- 
piratory illness. But she also says that the 
CDC is "keeping an open mind". 

Although panicky comparisons with 
the great ‘flu pandemic of 1918 have been 
made, the agent that causes sars does not 
appear to be as virulent as the virus that 
caused that disaster. A wHO spokesman 
said that, if the sans pathogen spread eas- 
ily, thousands of new cases would have 
been expected in new countries by now. 
So far, new cases of sars have been lim- 
ited to those who have had close contact 
with existing cases, such as hospital work- 
ers and members of patients' families. No 
new cases caused by casual or indirect 
contact have yet been identified. So maybe 
itis safe to travel after all. m 





Pest control 


Exterminate, 
exterminate 


Genetically engineered extinction 


ANKIND has exterminated many 

species carelessly, but only one de- 
liberately. Smallpox viruses were elimi- 
nated in the wild in the 1970s, though they 
remain in two known (and probably sev- 
eral unknown) laboratories around the 
world. In general, the sorts of species that 
people want to get rid of—pests, parasites 
and pathogens-resist extermination. But 
Austin Burt, a geneticist at Imperial Col- 
lege, London, may have found a way to 
deal with them. In à paper just published 
in the Proceedings of the Royal Society, he 
describes how to spread genes that will 
lead to the extinction of almost any sexu- 
ally reproducing species. 

Genes, as Richard Dawkins observed, 
are selfish. But some are more selfish than 
others. So-called site-specific selfish genes 
(sssGs) are particularly solipsistic. Not 
content with reproducing along with the 
cells containing them, they also transfer 
themselves from one chromosome to an- 
other within a cell. That means they can 
rapidly become ubiquitous. 

They perform this trick by exploiting 
their hosts' cellular machinery to insert 
themselves into the DNA of new chromo- 
somes. Normally, this does no damage. 
Most DNA does not actually carry genetic 
information, and if an sssc landsin such a 
piece of junk it will do little harm. Dr Burt's 
suggestion is to alter the site an sssc pref- » 
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> ers, so that it inserts itself into the middle 
of something that does matter, such as a 
gene. Thus disrupted, the target gene 
would no longer work. 

The sssGs that Dr Burt has his eye on 
are a group called homing endonuclease 
genes (HEGS). When one of these gets into 
a chromosome, it causes the production of 
an enzyme called endonuclease. This acts 
as a pair of molecular scissors, cutting 
DNA molecules at any place that has a spe- 
cific sequence of the nucleotide “letters” of 
which DNA is composed. 

Cells have two copies of most chromo- 
somes (one deriving from the mother, and 
one from the father). If only one of these 
carries an HEG, the other will be cut by the 
enzyme which that gene produces. The site 
of the cut corresponds to the site of the 
HEG on the “infected” chromosome. The 
infected chromosome itself is not cut, be- 
cause the HEG is in the middle of the en- 
zyme-recognised sequence, and thus dis- 
guises it. But, since cells repair chromo- 
somal damage by replacing the corrupted 
DNA with a copy from the same place on 
the partner chromosome, the HEG is cop- 
ied over as part of the repair process. 

Now, instead of one copy of the broken 
gene, the cell has two. And if this happens 
while eggs or sperm are being produced, 
then all the eggs or sperm will have the 
HEG-disrupted gene, even though the par- 
ent had only one copy. And so it comes to 
pass, in computer simulations at least, that 
HEG-disrupted genes propagate madly 
through any population into which they 
are introduced. 

To cause extinction, the secret is to pick 
a target gene that results in few problems if 
only one copy per cell is disrupted, but 
causes death if both copies are disrupted. 
In this case, the disrupted version spreads, 
according to the models, until it is so com- 
mon that 80% of embryos die before they 
mature. Use several HEGs, with different 
genetic targets, and that percentage can be 
forced well above 95%. At this point, too 
few offspring are produced to replace the 
parents, so the species gradually dwindles 
to extinction. 

The question is how to get an HEG to 
change its mind about which piece of DNA 
its enzyme should cut, so that it ends up in 
the middle of a gene. That will not be easy, 
but modern "molecular breeding" tech- 
niques, with which genetic engineers 
shuffle genetic material and then select 
from the results for particular features, as 
an animal breeder selects for, say, coat col- 
our, may do the trick. After that, it will be a 
question of deciding which species to try 
to get rid of, designing suitable HEGs, 
putting them into a few individuals and re- 
leasing those individuals into the wild. 
Disease-carrying mosquitoes are likely to 
be high on the list. But if your neighbour is 
a genetic engineer, perhaps you shouldn't 
let the dog bark too loudly late at night. m 


Psychology 


Who shot the 
president? 


A possible explanation for conspiracy 
theories 


CCORDING to many otherwise ratio- 
nal people, the moon landings were 
faked. They point to signs of a flag flutter- 
ing in the wind in one of the photographs. 
It has even been suggested that the space 
shuttle Columbia was deliberately de- 
stroyed to prevent the launch of a probe 
that would prove that people never 
landed there. But why bother visiting the 
moon when there are already aliens living 
on Earth? The website of a group called 
Adult Children of Alien Abductees-the in- 
ternet's "leading exoterran-DNA support 
group"—estimates that the exoterran com- 
munity is “nearly 4% of Earth's life forms". 
Meanwhile, back on planet Earth, Pat- 
rick Leman of Royal Holloway, a college of 
the University of London, has presented 
the results of his research into conspiracy 
theories to the annual meeting of the Brit- 
ish Psychological Society, which was held 
last week in Bournemouth. He thinks the 
reason people believe in conspiracy theo- 
ries is that humans have an innate ten- 
dency to try to link major events with ma- 
jor causes. 

To test this idea Dr Leman presented 64 
students with clippings of articles that 
looked as though they had been taken 
from a newspaper. In fact, the articles had 
been made up. They were about the presi- 
dent of a fictional country, and they came 
in four versions, of which each student 
saw but one. In the first version, the presi- 
dent was shot and killed. In the second, he 
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was shot but survived. In the third, the 
shot missed, but he died shortly after- 
wards from an unrelated cause. In the 
fourth, the shot missed and he lived. The 
students were asked to rate the likely truth 
of six statements on the subject of 
whether the assassin was a gunman acting 
alone, or whether there was a conspiracy 
at work. They were also asked to rate the 
accuracy of the “facts” in the article. 

Some of the results were unsurprising. 
For example, subjects with high general 
levels of belief in conspiracy theories were 
much more doubting of the facts in the ar- 
ticles. That fits with what is already 
known-that people who like conspiracy 
theories tend to bat away any evidence 
that contradicts their point of view. 

More surprisingly, Dr Leman found 
that if the fictional president "died" after 
the shooting, readers were much more 
likely to believe that the gunman was part 
of a conspiracy. This was true even though 
the other facts in the story were un- 
changed, and even if the death was due to 
an unrelated cause, such as a heart attack. 
This curious observation is the basis of Dr 
Leman's hypothesis that there is some un- 
derlying process in human psychology 
that assumes that the bigger the effect is, 
the bigger the cause must have been. 

Which leaves the question of who 
really did shoot the president? Zoran Djin- 
djic of Serbia (actually that country's 
prime minister, not its president) was 
gunned down in Belgrade on March 12th. 
The Serbian government says it believes 
the assassination was arranged by a crimi- 
nal group of underworld gangsters linked 
to allies of the former president, Slobodan 
Milosevic. That sounds pretty conspirato- 
rial. But really keen conspiracy theorists 
are advised to consider the possibility that 
it was, in fact, all down to a gunman on a 
grassy knoll. m 
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The American military 


Send in the soldiers 


America’s military forces around the world are run by five men. A new book looks 
at their power and influence—and claims it is excessive 


[= the British empire a century ago, the 
sun never sets on American soldiers. In 
Iraq their task will mainly be traditional 
combat, but their real mission is far 
broader. From the glamorous to the 
mundane, American forces are engaged in 
de-mining, fighting terrorism and drug- 
trafficking, humanitarian disaster relief 
and disarmament, notes Dana Priest, a 
Washington Post specialist on the 
Pentagon, in a timely new book. 

America’s special forces have acquired 
a special cachet, especially since the incur- 
sion into Afghanistan where soldiers rode 
horses and allowed their beards to grow 
unmilitarily long. Now operating openly 
or otherwise in more than 100 countries, 
they have become the tool of default when 
American policymakers abandon more 
difficult alternatives, Ms Priest says. In Co- 
lombia, they are fighting the war on drugs; 
in Kirgizstan they run counterterrorism 
training programmes; in the Philippines 
last year they began helping the army fight 
Abu Sayyaf, a terrorist group known for 
kidnapping, extortion and beheadings. 

The expansion of this military mission 
has come about without public scrutiny or 
debate. After the cold war many believed 
that American defence spending would go 
down-and stay down. The Defence De- 
partment's $380-billion budget proposal 
for 2004 would take expenditure back up 
to levels not seen since the fall of the Berlin 
wall. During the 1990s, the State Depart- 


The Mission: Waging War and Keeping 
Peace with America's Military. By Dana 
Priest. Norton; 384 pages; $26.95 


ment budget was pared down and con- 
gressional parsimony forced the closure of 
consulates, cultural centres and libraries— 
the very places young Arabs and Africans, 
Asians and Hispanics went to learn about 
America. “In a decade when Congress sig- 
nificantly slashed money for diplomacy, 
the CinCs’ headquarters had grown to 
more than twice their cold war size,” 
Ms Priest reports. 

CinCs? Few Americans will know 
them by name, but the five men who rule 
the regional commands of the armed 
forces are now among the world's most 
powerful men. The Iraq war is being run 
by General Tommy Franks, CinC of the 
Central Command, which includes the 
Middle East and Central Asia. General 
Franks's predecessor was Anthony Zinni, a 
blunt, irreverent marine, who openly ridi- 
culed the notion of giving money and 
arms to the Iraqi opposition whom he 
called “silk-suited, Rolex-wearing guys in 
London." Despite this approach, General 
Zinni was widely regarded as a political 
diplomat, who  wielded considerable 
power and was not afraid to show it. At a 
conference in Bahrain, several American 
ambassadors “wandered the hotel lobby, 
alone and unnoticed, and slept in regular- 
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sized rooms,” Ms Priest writes. General 
Zinni, meanwhile, had a suite, and his staff 
occupied an entire wing of the hotel, 
quickly running up a bill of $450,000. 

The general's high profile on that occa- 
sionis a small, but trenchant, example of a 
shift in the making of American foreign 
policy—from suits to uniforms-that has 
been as fundamental as it has been largely 
unnoticed. Ms Priest, who travelled to 19 
countries to observe the American mili- 
tary in operation, cites many more. 

In Indonesia in 2000, military interests 
came into direct conflict with the ambassa- 
dor, Robert Gelbard, when Admiral Den- 
nis Blair, then head of the Pacific Com- 
mand, took a strategic decision to 
re-establish military aid programmes that 
had been cut back by the Clinton adminis- 
tration in response to Indonesia's human- 
rights abuses. One time-honoured ambas- 
sadorial prerogative is to control which of- 
ficials visit from other agencies. The 
ambassador, an outspoken critic of Indo- 
nesian atrocities in East Timor, feared a 
Blair visit would undermine the Clinton 
policy. Admiral Blair's command covered 
60% of the world's population. With a per- 
manent liaison office in Washington, colo- 
nels working for him at the Pentagon and a 
staff of up to1,000 at his Hawaii headquar- 
ters, Admiral Blair simply swamped Mr 
Gelbard, who Ms Priest notes had a small, 
overworked staff, and was backed by an 
ineffective State Department bureaucracy. 
The visit went ahead. 

Ms Priest worries about the long-term 
effects of allowing foreign policy to be so 
dominated by military interests. "At a 
minimum, Americans should understand 
the consequences of substituting generals 
and Green Berets for diplomats, and 19- 
year-old paratroopers for police and aid 
workers on nation-building missions," she 
says. Something to think about later. m 
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America and Europe 
The widening 
Atlantic 


Of Paradise and Power: America and Europe 
inthe New World Order. By Robert Kagan. 
Knopf; 112 pages; $18. Atlantic Books; £10 


The End of the American Era: U.S. Foreign 
Policy and the Geopolitics of the Twenty- 
First Century. By Charles A. Kupchan. Knopf; 
391 pages; $27.95 


HERE is a particular intellectual plea- 

sure to be gained from the originality 
and clarity of Robert Kagan's *Of Paradise 
and Power", an extended essay on rela- 
tions between the United States and Eu- 
rope. Yet the conclusions of the "Kagan 
thesis" are also disquieting. 

Mr Kagan argues that the long-held 
assumption of a community of interests 
and values binding the West together is 
now an illusion: “On major strategic and 
international questions today, Americans 
are from Mars and Europeans are from 
Venus: they agree on little and understand 
one another less and less." The funda- 
mental cleavage is about the all-important 
question of power: Americans believe that 
world order ultimately rests on military 
power; Europeans, by contrast, are wed- 
ded to a vision in which an orderly world 
is constructed on the basis of international 
law and multilateral institutions. 

Not everybody has greeted the Kagan 
thesis with hosannas. One prominent 
European politician complains: "Until a 
few months ago if you accused the Ameri- 
cans of unilateralism it was like spitting in 
church. Now Kagan comes along and says 
essentially the same thing, and he's hailed 
as a genius." But the originality of Mr Ka- 
gan's work is not so much that it identifies 
the division in attitudes between America 
and Europe, which has now become so 
visible, itis the way he explains it. 

There are two main reasons, he argues, 
why Europeans fail to appreciate the need 
for raw power in running the international 
system. First, they are weak. Having little 
usable military power, they are naturally 
inclined to demand an international sys- 
tem based on law. Second, having created 
“perpetual peace” on their own continent 
through the European Union, they want 
to impose a similar system of binding 
international rules on the world. 

Yet, Mr Kagan argues, the Europeans are 
deluding themselves. They are only able to 
reject militarism because the United States 
is there to take on the security challenges 
of the world. Even the great Franco-Ger- 
man rapprochement of the 1950s was only 
possible, he says, because the American 
military presence in Europe gave the 
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French the confidence that there could be 
no German military resurgence. 

Mr Kagan is an American neo- 
conservative, close to those advisers of 
George Bush who have been pressing for 
American action on Iraq and who are 
deeply suspicious of the United Nations. 
But itis striking that at least some elements 
of the Kagan thesis are shared by Charles 
Kupchan, a liberal academic who worked 
on European affairs in the Clinton admin- 
istration. He too sees a growing division 
between America and Europe but one that 
is occurring by default, not by design. 

Where Messrs Kupchan and Kagan part 
company, however, is on how seriously to 
take the European challenge. Mr Kagan, 
pointing to nugatory European defence 
spending, slow economic growth and an 
ageing population, dismisses the idea that 
Europe is likely to be an effective strategic 
competitor to the United States. Mr Kup- 
chan acknowledges all these objections 
but believes that the "revolutionary pro- 
cess of political and economic integration" 
within Europe means that “America’s pre- 
ponderance and the stability it breeds are 
already beginning to slip away." 

This difference in analysis leads the two 
men to fundamentally different conclu- 
sions. Mr Kagan argues that Europe is 
really not capable of constraining the Un- 
ited States and that therefore America 
should simply do what it thinks best to 
safeguard its own security and that of the 
world. Although he also calls for America 
to show “more understanding of the 
sensibilities of others", this seems to 
be more a case of good manners than 
strategic necessity. 

Mr Kupchan, by contrast, because he 
believes that America's “unipolar mo- 
ment" is already slipping away, urges 
American leaders to become much more 
committed to multilateral institutions like 
the United Nations. The United States may 
not see the point of such constraints right 
now, according to Mr Kupchan, but it will. 

The potential pitfalls in both arguments 
are, in a way, mirror images. To this 
Brussels-based reviewer, Mr Kupchan 
seems too confident about the European 
Union's ability to make the leap from 
economic integration to a form of political 
union that will really allow it to operate as 
an effective actor on the world stage. To ar- 
gue that "Europe today is unifying, just as 
Germany did more than a century ago” is a 
considerable leap-of-faith. By contrast, Mr 
Kagan may be too confident about Amer- 
ica's ability to (in President Kennedy's 
phrase) “bear any burden" in its global 
mission. With rising budget deficits and a 
post dotcom economy, how many Iragi- 
type wars—and subsequent occupations— 
will it really feel able to take on alone? As 
the journalists' favourite cliché has it, time 
alone will tell whether Mr Kagan or Mr 
Kupchan is closer to the truth. = 
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Business deals 


Stacking the deck 


The Biggest Game of All: The Inside 
Strategies, Tactics, and Temperaments 
That Make Great Dealmakers Great. By Leo 
Hindery with Leslie Cauley. Free Press; 272 
pages; $25 


EO HINDERY'S place at the centre of 
America's cable and telecom industry 
over the past two decades has been ob- 
scured by men whose lives are really spent 
in the headlines-Rupert Murdoch, John 
Malone or AT&T's Michael Armstrong. But 
this has given Mr Hindery something that 
every author craves, an inside view on 
how these men work to try and club each 
other into oblivion. 

On finishing business school in 1971, 
Mr Hindery signed up to a quintessential 
19th-century industry, a mining company 
named Utah International, where he 
quickly learned two important lessons. 
The first was the knowledge gained from 
helping buy up other mining companies. 
The second was the insight that came 
when the company was sold to GE. The 
move cost Mr Hindery his job and led him 
to conclude that making deals was better 
than being dealt. 

In 1986 Mr Hindery went to work for 
the Chronicle Publishing Company, a San 
Francisco newspaper-owner that, like 
many old-fashioned publishers, had made 
some useful acquisitions but could not 
separate the gold from the dross. Buried in 
its portfolio was a small holding in cable 
television. Unable to convince Chronicle 
to invest further, Mr Hindery put up 
$20,000 of his savings for a cable venture 
of his own; 250 deals later, his company, » 
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> Intermedia Partners, was sold in the late 
1990s at a profit to Mr Hindery of more 
than $100m with similar gains for the 
other investors. 

Such returns attract new investors who 
are often very naive. Out of this paradox 
springs the most compelling character in 
Mr Hindery’s book: Mr Armstrong, whose 
tenure at AT&T was notable for destroying 
an extraordinary amount of shareholder 
wealth. An excellent salesman, particu- 
larly of his own capabilities, Mr Arm- 
strong turned out to be a terrible buyer. 

Desperate for a strategy that would al- 
low AT&T's long-distance lines to by-pass 
local telephone monopolies, Mr Arm- 
strong spent $48 billion purchasing TC1, a 
system run as a sideline by Mr Hindery 
and controlled by John Malone, a fam- 
ously tough strong-arm. Mr Armstrong 
then compounded the mistake by spend- 
ing a further $60 billion buying another 
cable outfit, MediaOne, without under- 
standing the political and technical pro- 
blems involved in running it. Last year, the 
entire investment was dumped for one- 
third of the purchase cost. 

From the moment negotiations began, 
Mr Hindery says, poor Mr Armstrong was 
in over his head. He understood neither 
the limits of rc1’s technology nor what al- 
lowed it to overstate its franchise. Some 
smarter telecom executives, including Mr 
Armstrong’s predecessor, Bob Allen, had 
noticed these two points right away and 
blocked Mr Malone’s efforts to put to- 
gether a similar deal earlier on. If there is 
any solace for Mr Armstrong, it is that be- 
ing played for a sucker is common in the 
cable industry. Mr Hindery recalls that 
when he was buying a cable system 
owned by Jack Kent Cooke, another col- 
ourful mogul, he was presented with a 
price based on subscriber numbers that 
had been heavily inflated by the inclusion 
of prisoners from a local jail who, though 
certainly in need of a distraction, were not 
in a position to subscribe. 

American business books love lists and 
Mr Hindery organises his insights into a 
dozen useful tips, though the core lessons 
can be boiled down to just three: negotiat- 
ing is a life or death struggle; exploit every 
loophole, particularly the ones of mind- 
numbing complexity involving issues like 
tax benefits and future residuals that 
hardly anyone understands. Then, in the 
final moments, when everyone is ex- 
hausted, slip in fresh conditions, particu- 
larly ones that will inflate your own future 
compensation. With any luck, these will 
not be discovered until it is too late. Many 
intelligent chief executives of high charac- 
ter fail to learn these lessons. They, along 
with their doomed shareholders, would 
do well to read this book. It is to the oppor- 
tunities that they present to the Hinderys 
of this world that this book should, by all 
rights, be dedicated. = 


History on television 


Boys on the box 


Empire: The Rise and Demise of the British 
World Order and its Lessons for Global 
Power. By Niall Ferguson. Basic Books; 352 
pages; $35. Penguin/Allen Lane; £25 


Hitler & Churchill: Secrets of Leadership. By 
Andrew Roberts. Weidenfeld & Nicolson; 202 
pages; £18.99 


EN charismatic academic historians 
have neither the clout nor the vision to 
revolutionise the presentation of history 
on television—which may explain why the 
genre is often so dumbed down and so 
dire. They can, however, get their own 
back when they write tie-in books. 

Niall Ferguson's “Empire” is far better 
than the television series it accompanied. 
Fluently written, engaging, beautifully de- 
signed and spectacularly illustrated, “Em- 
pire" is a model of how to do popular his- 
tory. The author lives and breathes 
scholarship, but he is also adept at picking 
out fascinating micro-histories and wrests 
interesting perceptions from vivid evi- 
dence. Although "Empire" is not a special- 
ist’s book, it is strewn with little-known 
case-studies and unfamiliar stories. 

Mr Ferguson’s defence of the British 
empire is robust. He admits enough of its 
iniquities to inspire confidence in his read- 
ers and omits enough to spare their sensi- 
bilities, while asserting, at the same time, 
the virtues which acquit the British of 
really criminal imperialism. The empire 
emerges credibly, as the worst the world 
has ever known, except for all the others. 

Andrew Roberts's new book is a spin- 
off from "Secrets of Leadership", his new 
TV Series. As far as ratings go, the idea is 
brilliant and Mr Roberts is a fluent writer 
with a sense of humour: his passages on 
Hitler's anti-smoking vegetarianism are 
particularly funny. But in scholarship and 
intellectual coherence he is much inferior 
to Mr Ferguson. The humdrum, uncon- 
vincing "secrets" have to be picked out of 
a lot of irrelevant, though entertaining, 
digressions: Hitler was “charismatic”, 
Churchill "inspirational". Hitler was 
“ordinary”, Churchill “extraordinary”. 

Leadership, he tells us, is made of 
calculated risk-taking, defiance of logic, 
confidence-trickery, delegation to “sneaks 
and stinkers", and opportunism. Mr Rob- 
erts leaves the reader uninterested in these 
reflections and seems bored by them him- 
self. Hitler occupies little of the book, 
which Churchill dominates. The author's 
real aim is to exonerate his hero from the 
charge that heroes always face: that history 
would have been much the same without 
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them. He fails, but manages to write a rat- 
tlingly enjoyable book along the way. 

Both books are part of a lurch by tele- 
history in Britain towards the political 
right. In the great days of the BBC's "Time- 
watch", revisionism was the fashion and 
historical mythbusters made viewers chal- 
lenge their image of their past. Now televi- 
sion has taken on the role that Kenneth 
Baker wanted to give schools when he was 
education secretary in the 19805: shoring 
up Britain's nation-building legends. Si- 
mon Schama offers a hallowed version of 
history that is ominously close to the Whig 
interpretation of the march of improve- 
ment. David Starkey has re-gilded Merrie 
England and restored the image of the Tu- 
dor era as England's age of national great- 
ness. Now Mr Ferguson has exonerated the 
empire and Mr Roberts has burnished 
Churchill's halo. But will the polish last 
into the nextseries? m 


French political memoirs 


Song of Roland 


L'Epreuve, les preuves. By Roland Dumas. 
Michel Lafon; 438 pages; €21 


HE background smacks of soap opera. 

Roland Dumas-successively or simul- 
taneously-Resistance hero, connoisseur 
of the arts and of beautiful women, 
lawyer to Picasso and Giacometti, foreign 
minister of France and president of its 
highest court, the Conseil Constitu- 
tionnel-is arrested for accepting bribes 
proffered by his mistress on behalf of Elf, a » 
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> state-owned oil company. The trial in 2001 
leads to a prison sentence, immediately 
appealed. The appeal leads to acquittal in 
January 2003. At the age of 80, and after 
five years of judicial purgatory, the honour 
of Mr Dumas can now be restored. 

Hence this book, a statement of inno- 
cence (the title’s play on words roughly 
translates as “the ordeal and the facts”) 
laced with a desire for revenge. Will read- 
ers be convinced? Possibly, though, as Mr 
Dumas bemoans, it is normal to conclude 
there is no smoke without fire—and the 
French media produced plenty of smoky 
details about a mistress who provided him 
with Greek statuettes and hand-made 
shoes, Elf's Swiss bank accounts and the 
payment of massive commissions to ar- 
range the politically sensitive sale of 
French frigates to Taiwan. 

For all of this Mr Dumas has his ex- 
planations, shamefully ignored, he claims, 
by investigating judges keen to fit the facts 
to their presumption of his guilt. 

Will readers, convinced or not, be sym- 
pathetic? Not as much as Mr Dumas 
would like. He writes elegantly enough of 
his service to the state, of his battles within 
government to stop—not promote-the Tai- 
wan contract. Above all, he writes of his 
sense of honour. Addressing the court 
when his trial began, Mr Dumas spoke 
movingly of the risk of dishonour as his 
life approached its end. 

But when he writes of other people 
there is too often a disdainful distancing. 
For example, Christine Deviers-Joncour 
slides—his word—into the author's bed on 
page 49. For the 400 pages that follow, 
however, she is virtually a cipher, and he 
shows precious little compassion for the 
months she spent in prison as the judges 
tried to persuade her to testify against her 
distinguished lover. As for Eva Joly, the 
Norwegian-born judge who led the Elf in- 
vestigation, Mr Dumas's scorn is such that 
he can hardly bear to identify her by name. 

But if readers are neither convinced nor 
sympathetic, they should at least be dis- 
mayed by the author's inside knowledge 
of the cynical collaboration between 
France's judiciary, its press and its politi- 
cians. Mr Dumas directs his anger at them 
all, including his old friend Jean-Pierre 
Chevénement. Particular venom is re- 
served for Le Monde and Edwy Plenel, an 
investigative journalist and now its editor. 

He denounces the judges' reliance on 
anonymous informers (France, he writes 
sadly, had more informers than any other 
country occupied by Nazi Germany). He 
notes that in decisions on judicial mal- 
practice by the European Court of Human 
Rights in Strasbourg, France is by far the 
worst offender. Yet he fails to state the 
obvious: the faults he denounces are part 
ofa culture of which he, not least as 
minister and confidant of the late Presi- 
dent Mitterrand, was an important part. W 


Art Deco 


What a swell party it was 


Anew exhibition shows off the exuberance of Art Deco 


OLE PORTER'S 1934 musical, “Any- 
thing Goes", could be the motto for 
Art Deco, a style that revelled in glamour 
until the second world war brought the 
party to an end. In the musical, a New York 
showgirl marries an English lord. In real 
life, Josephine Baker, a black dancer, be- 
came the queen of Paris chic and an Indian 
maharaja built a pink Deco palace, re- 
inventing himself as the apogee of top- 
hat-and-tails urbanity. But then the truth is 
often unusual, as can be seen in a new trav- 
elling exhibition that opens at London's 
Victoria and Albert Museum this month. 
This glossy show, which will go on to 
North America, looks at how the inter-war 
years uncorked a highly original and bub- 
bly style that intoxicated people into em- 
bracing the ideal of modern design. Sexy 
and eye-catching, with its characteristic 
sunbursts, lightning bolts, glittering sur- 
faces, abstracted geometries and exotic ref- 
erences, the style grew out of a desire to 
create a series of motifs evoking the mach- 
ine age. Little wonder that it was first called 
“industrial modern” or “jazz modern”. 
The name by which we now know the 
movement grew out of the 1925 Exposition 
internationale des arts décoratifs et indus- 
triels modernes, which was organised in 
Paris by the French government to reassert 
France’s primacy in producing luxury fur- 
niture and fashion. Ironically, the Paris sa- 


VMS p 


NEN um 
linus 


T 


Wonders from the land of Egypt 





lon had the opposite effect, for the new 
style was so infinitely adaptable to local 
contexts that foreign visitors to the salon 
wanted to take Art Deco home and copy it. 
In Japan the emperor employed Deco de- 
signers to help rebuild Tokyo after the 
earthquake of 1923. The Maharaja of In- 
dore commissioned a traditional Indian 
silver-plated four-poster bed, with sky- 
scrapers holding up the canopy in place of 
lotus leaves. Soon, an estimated 80m 
cinema-goers a week were visiting Art 
Deco shrines like the Odeon cinemas in 
London or the Eros in Bombay. 

Not everyone was as enthusiastic. Le 
Corbusier coined the name as an insult, 
and held that Art Deco was decorative and 
without meaning or morality. His attitude 
reflected the stand-offish relationship be- 
tween Modernism and Deco—Modernism 
aspired to a Utopian society but Deco had 
no such high-minded ambitions. Deco de- 
signers used their talents to entice custom- 
ers into buying more objects, and they 
nourished desire, fantasy and aspirational 
glamour among new generations of con- 
sumers; in short, Art Deco celebrated the 
individual over the collective. 

America was one of the only countries 
not to participate in the Paris salon be- 
cause the commerce secretary, Herbert 
Hoover, believed that modern decorative 
art did not exist in the United States. Unde- 
terred, American designers, architects and 
industrial engineers flocked to Paris and re- 
turned home determined to adapt Deco’s 
geometric lines to the modern metropolis 
and its truest icon, the skyscraper. In New 
York, the Chrysler and Empire State 
buildings-temples to the modern—were 
directly inspired by it. The stockmarket 
crash of 1929, and the slump that followed, 
helped Deco to spread. It forced American 
designers to streamline objects for mass 
production and to use cheap modern 
materials, such as Bakelite and chrome, to 
mimic the shine of ebony and silver. 

Art Deco favoured decadence over 
depth; it was more Irving than Isaiah Ber- 
lin. But most people like a melody they can 
dance to. Art Deco made people smile. It 
was a swell party while it lasted. m 
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"Art Deco: 1910-1939" is at the Victoria and Albert 
Museum, London, from March 27th-July 20th, at the 
Royal Ontario Museum, Toronto, from September 
20th-January 4th, 2004, at the Fine Arts Museums of 
San Francisco in spring 2004 and at the Museum of 
Fine Arts, Boston, autumn 2004. The book of the 
exhibition is available from V&A Publications, £40 





William Sunderman 


Frederick William Sunderman, a portent of the future, died on March 9th, aged 104 


HEN William Sunderman turned 

100 he was named by the United 
States Congress as the oldest person in the 
country still at work. He was putting in an 
eight-hour day editing articles for a medi- 
cal journal. For a break he liked to take a 
turn on an exercise bicycle. 

Congress was not just giving a nod to a 
remarkable American. It was hoping that 
Dr Sunderman's enthusiasm for work 
would eventually be matched by thou- 
sands, even millions, of elderly Ameri- 
cans. Perhaps not all could be expected to 
be slogging away until senility took hold, 
but working beyond customary retire- 
ment age would come to be regarded as 
normal. One American in seven is over 65, 
a proportion that by 2030 is likely to rise to 
one in four. Governments like oldies to 
keep on working, partly because they are 
less likely to seek welfare. And pensions 
do not always keep up with rising living 
costs. But a gain for employersis that oldies 
often offer special skills and experience. 
Many are happy to be retrained, and there 
is less turnover than among younger staff. 

They are also likely to live longer, Dr 
Sunderman said. He agreed with advice 
on long life offered by other centenarians, 
such as a sensible diet, absence of stress, 
and a happy home life. “But though no 
easy answers are to be found, I am con- 


vinced that one of the most important 
items for longevity is the maintenance of a 
daily work schedule." He spoke of friends 
who had retired to Florida. To begin with, 
he said, they played golf regularly and had 
a drink before dinner. Eventually they 
played golf less and started to drink at 
lunchtime. "Then they forget about golf, 
become alcoholics and die." Dr Sunder- 
man said he personally had too many in- 
terests to retire. “I want to live." He agreed 
he was luckier than most. But better to get a 
job at Wal-Mart or McDonald's, which em- 
ploy many older people, than stay at home 
doing nothing. 

Perhaps, but some would say that 
working in a dull job is just another way of 
being bored to death. Despite the growing 
number of centenarians (about 50,000 in 
America at present, expected to rise to 
96,000 by 2005) it has to be saidthat ac- 
counts of Methuselahs who not only reach 
an improbable age but keep thir wits 
about them remain rare. There wa some- 
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treating diabetics, measuring glucose in 
the blood. Dr Sunderman pioneered the 
use of insulin in the United States to treat 
diabetes. Then there is the Manhattan Pro- 
ject, the name given to America’s develop- 
ment of the atomic bomb during the sec- 
ond world war. Dr Sunderman was the 
director of one of the teams watching over 
the health of the atomic scientists and de- 
veloped an antidote for a form of metal 
poisoning, first trying it out on himself. 
After the war he was a medical consultant 
for America’s space programme. 

For many years he was a teacher: he 
lists positions held at nine medical 
schools. In 1971 he founded a journal 
called Annals of Clinical and Laboratory 
Science, which he was helping to edit up to 
a few weeks before his death. He wrote 
about 40 books and some 300 scientific 
papers. There seemed to be nothing that 
did not interest him. “It helps to have in- 
nate curiosity,” he said. Dr Sunderman 
liked to quote Voltaire’s aphorism, “How 
infinitesimal is the importance of any- 
thing I do, but how infinitely important it 
is that I should do it." 

The picture emerges of a man whose 
life mirrored medical and scientific pro- 
gress over many decades. When William 
Sunderman was born in 1898 aspirin had 
just been discovered. When he graduated 
from Pennsylvania University's medical 
school in 1923 the first adhesive bandages 
were being marketed (and were unpopu- 
lar). When he died last week the possibil- 
ities of genetic engineering were being ex- 
plored. Some things never changed. His 
three-piece suits were reassuringly old- 
fashioned. The heavens, he observed, re- 
mained agreeably unchanged: he saw Hal- 
ley's comet when it passed over Pennsyl- 
vania in 1910 and again in 1986, when he 
wasin New Zealand doing research. 

He went down with tuberculosis in 
1937, often a killer disease before antibiot- 
ics provided a cure. He survived, he said, 
helped by music. He had been given a vio- 
lin when he was five. Unlike many chil- 
dren, he learnt to play it and went on play- 
ing all through his life. In recent years most 
summers he took his 17th-century violin, 
made by Antonio Stradivari, to Germany 
and played with a professional group. On 
his 100th birthday he gave a recital at his 
former college in Gettysburg, Pennsylva- 
nia. Music, he said, helped to balance his 
life. He enjoyed the “quest for knowledge 
and the triumphs and disappointments of 
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oxford 


EXECUTIVE EDUCATION 





Competing for today and 
for tomorrow 


Oxford’s executive programmes address global, organisational and 
individual management agendas, drawing upon the University’s 
intellectual capital and corporate experience. Programmes equip 
individuals with the skills and confidence to develop their own careers, 
to increase organisational performance, and to provide strategic 
leadership in uncertain times. 


Open Programmes 


— The Oxford Advanced Management Programme 
15 June - 12 July | 5 October - 1 November 2003 
20 June - 17 July | 10 October - 6 November 2004 


— The Oxford Strategic Leadership Programme 
18-23 May | 9-14 November 2003 
16-21 May | 14-19 November 2004 


- The Oxford Senior Executive Finance Programme 
11-16 May | 16-21 November 2003 
9-14 May | 14-19 November 2004 


Company Commissioned Programmes 


We work with you to design and deliver executive education which is 
challenging, innovative and meets precisely your organisation's needs. 


For more information, visit www.execed.oxford.edu, or contact 


Dorothy Cooke, tel +44 (0)1865 422776, fax +44 (0)1865 422501, 
emäl info@execed.oxford.edu 
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It’s a big world. 


Somebody has to run it. 


THe TRIUM Executive MBA — an alliance of 


New YORK UNIVERSITY STERN SCHOOL or BUSINESS 
LONDON SCHOOL or EcoNoMiICS AND POLITICAL SCIENCE 
HEC ScHooLt or MANAGEMENT, PARIS 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the three 
flagship schools, plus one week each in São Paulo and 
Hong Kong. Distance learning and team projects continue 
TRIUM between class sessions. It’s visionary, 


focused and unique. Kind of like you. 


For more information, 
call +33 1 39 67 70 94 in Europe 
or 41 212 998 0442 in the United States. 


T —À—ÀáÓ—t — 


OYRIUMEMBA.ORG 





OR E- 


The Economist March 22nd 2003 


— 








HARVARD 


BUSINESS | SCHOOL 


EXECUTIVE EDUCATION 





FOR COMPLETE INFORMATION 
E-mail: executive education&hbs.edu 


Telephone: 1-800-HBS-5577, ext. 4145 
(outside the U.S., dial +1-617-495-6555, ext, 4145) 


Or visit our Web site at: WW WEED. HES. EDH 


7 VLE OC 


Faculty of Law 





= » 

GRADUATE STUDIES - DISTANCE LEARNING Growing in Strength 
» Modular Programme > Comprehensive materials > Suitable for legal practitioners and other professionals 
> Combines work with study > Assessment by course work » Two year Distance Learning 
(Established 1988) (Established 1991) (Established 2001) 
Accredited for CPD Accredited for CPD Accredited for CPD 
Law & Employment European Union Law Social Welfare 
Relations (Commercial/Employment) Law 
LLM/MA PgD LLM/MA PgD LLM/MA PgD Pac 
(September 2003 Entry) (October 2003 Entry) (September 2003 Entry) : 
€ Contemporary Employment Relations € The Foundations of EU Law € Social Security Law 
€ Equality at Work € internal Market Law € Judicial Review and Social Welfare Law 
€ Termination of Employment € Economic & Monetary Union € Access to Utility Services 
€ Individual Dispute Resolution € Competition law policy € Human Rights and Health Care Law 
€ Social Dialogue € Commercial law stream € European Social Security Law 
€ Collective Bargaining € Employment law stream @ international Child Law 
€ Conflict Resolution € Consumer Protection € European Health Care Law 

€ Equalities and Consumer Protection € Welfare Housing Law and Policy 

€ Social Policy 


» Contact 
Distance Learning, Faculty of Law, University of Leicester LE1 7RH, UK 


de de University of 
Tel: +44 (0) 116 252 2352 Fax: +44 (0) 116 252 2699 ama 


Email: dlads@le.ac.uk Please quote ref: T-E-303 Leicester 


www.le.ac.uk/law/ pg Delivering excellence in University teaching and research 









Start an intensive, 12-month Masters in international economics with focuses in Finance and Marketing at Milan's Bocconi Schoo! of Management. 
Graduates from 30 countries all over the world have discovered it's a tough but sure way to broaden their horizons and their career prospects. 


Download our brochure and application form from our web site. And while you re there, check out the dates 
and locations of the MIEM presentations we'll be doing worldwide - you may find us on your doorstep! WWW. S sdabocconi it/miem 


MIEM - SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Italy Tel.++39-025836.3125/6605 Fax ++39-025836.3275 E-mail: MIEM@sdabocconi.it 


Lea Burnett Halia 
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Maggie Magalon, M.B.A. ‘99 
Director, Special Services 


Charles Schwab & Company, Inc. 


It's not been this bad in living memory, so find out about 
the INSEAD programme Corporate Financial Strategy in 
Global Markets. Get to grips with the impact of today's 
economic environment. Enhance your strategies to have 
direct impact on value creation. Make better investment, 
financing and restructuring decisions. | | 


Discover for yourself all the details of the INSEAD > 
Corporate Financial Strategy in Global Markets programme 
at www.insead.edu/executives/cfsgm.cfm or telephone 
+331 6072 4417 or email stephanie.schulze@insead.edu 
The 2003 sessions start 22 April and 25 November. 


How to return 
to value creation | 





INSEAD management education is created to respond to 


global managers' real needs. Like help in today's dismal 


business conditions. 


The Global Learning Network 


When you're exposed to groundbreaking 


Concepts and intense analytical thinking, 


something in you changes. You begin to think 


at à different level. This is the environment 


you will experience every day at Chicago GSB. 


And this is the environment that has produced 


some 5,500 CEOs and corporate officers 
worldwide, as weil as more Nobel laureates 


than any other business school. 


When you study in our top-ranked Executive 
— "M.;B.A. Program, you benefit from this 


efivironment while continuing your career. 


You jearn from the same acclaimed faculty 
and earn the same prestigious degree as 
our full-time program, only you do itin a 
part-time format designed for experienced 
managers, in addition, you study with 
other executives from our programs in 


North America and Asia. 





INSEAD 





To learn more about thi is unique program 
offered at our Europe campus, please contact 
us by telephone + 34 93 505 2154 or online 
at hitp/gsb.uchicago.edu/execM BAsurope. 


Executive M.B.A. Program | - 
Europe Campus, Barcelona, Spain ae 





The University of Chicago Graduate School of Business 


Cranfield 


During the past two decades, the FAME Executive Courses in Finance | UNIVERSITY 
have become the benchmark for executive training in asset allocation, School of Management 
risk management, forecasting and quantitative analysis. | 


—— ——————— erwin Ite! rth an Et Wt 


The emphasis on practical applications and our renowned 
international faculty ensure that participants build skills that are 


42 directly applicable to their daily work environment. The Cran fie ' d M B A 


Lid 
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<< 
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< i Didier Cossin April 28 - May 1 | | " 

CREDIT RISK PRICING, MANAGEMENT, AND THE USE | d | | DN NUES mE 

=  OFCREDITDERIVATIVES | aeveroping tomorrow s 
E 2 PaulEmbrechts May 5-9 

= 

— 

= 

cC 

[RN 

2S 

IW 


MODELING EXTREME EVENTS AND DEPENDENCE IN | eq d ers 
FINANCE: RISK MANAGEMENT BEYOND VALUE-AT-RISK | 


3 Tim Bollersiev May 12 - 16 
ESTIMATING AND FORECASTING FINANCIAL MARKET 


VOLATILITY AND CORRELATION For those with a 
4 Yacine Ait-Sahalia May 19 - 23 


INTEREST-RATE MODELS: THEORY AND PRACTICAL leotorminaeatir e lar 

INTEREST-RAT determination to lead 

§ G. Andrew Karolyi May 26 - 30 
EQUITY PORTFOLIO MANAGEMENT 


Didier Cossin June 2-5 
REAL OPTIONS, FINANCIAL STRUCTURING AND BEYOND 


7 Kevin Wilson August 18 - 22 
SHAREHOLDER VALUATION AND SECURITIES ANALYSIS 


| 8 Francis X, Diebold August 25 - 29 
FINANCIAL ECONOMETRICS AND FORECASTING 
| 


and the focus to succeed. 


CES 


2 month programme 


9 Richard Levich September 1 - 5 
EXCHANGE-RATE ECONOMICS AND FORECASTING 


10 Stephen Schaefer September B - 12 
MODERN FIXED INCOME MARKETS: RELATIVE VALUE, 
ARBITRAGE, PORTFOLIO AND RISK MANAGEMENT 


11 Rene Stulz September 15 - 19 
INTEGRATED RISK MANAGEMENT 


12 Russ Wermers September 22 - 26 
PERFORMANCE EVALUATION AND ATTRIBUTION 


utive Part-time 


13 Thomas Schneeweis and Giovanni Beliossi Sep. 29 - Oct. 3 
ALTERNATIVE INVESTMENTS 


1& David Cox October 13 - 17 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


15 Salih Neftci October 20 - 24 
CALIBRATION, ESTIMATION AND NUMERICAL METHODS 
IN FINANCE 


i 

16 Martin Hoesli and Olivier Scaillet November 3 - 7 
| REAL ESTATE INVESTMENTS AND FINANCING 
| 

1 

| 

| 

: 

i 

| 

| 

| 


17 Philippe Jorion November 10 - 14 
GLOBAL ASSET ALLOCATION 


18 Salih Neftci November 24 - 28 
FINANCIAL ENGINEERING 


and 

THE CERTIFICATE FAME duly 7 - August 8 

A 5-week immersion program in asset management, 
structured nes and private banking 


For more: informatida, please contact: 
FAME Av. Blanc 49 -CH-1202 Geneva - Switzerland ta 4 


Tel: 441 22 731-9555 - Fax: +41 22 731 85 75 
geneva-courses@fame.ch - www.fame.ch 
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Carleton Tha Wedd Ei d (CZ Amsterdam Institute of Finance 


UNIVERSITY 





INTERNATIONAL PROGRAM 
IN DEVELOPMENT EVALUATION 
June 16 - July 11, 2003 


| | Upcoming Courses 
The World Bank and Carleton University are pleased to announce 
the Summer 2003 International Program in Development Taught by leading experts from the world's top business 
Fvaluation (IPDET) to be held on the campus of Carleton schools, such as Columbia, Wharton and INSEAD 
University, Ottawa, Canada. 


Measuring and Implementing 


This program is for those who are concerned with managing, 
Economic Value Added Apr. 


funding, or conducting evaluations in the development context. 
The program is in two parts: The first two weeks (June 16 — June Valuing Commercial Banks Apr 
27) consist ot an 80 hour core course in development evaluation, E REEE FON Apr. 
and the second two weeks (June 30 — July 11) are 24 workshops 
on specific development evaluation topics. Participants can sign 
up for one to four weeks of the program. If the core course is Anticipating and Managing 
selected, the minimum registration is for both weeks of the core. Financial Distress 

The program assembles a world-class faculty from four Global Asset Allocation 
continents. The faculty blend extensive field experience with 
high-level methodological skills and knowledge. 


Acquisition Finance 


Fixed Income Investment 
Hedge Funds 
Venture Capital Investments 


Visit our website to receive more information and to download an 
application. 


http://www.carleton.ca/ipdet Real Estate Investment 


Or contact Karen Ginsberg, Carleton Program Manager at 
+1 613-520-3525 or by FAX at +1 613-520-7559 or by For information, please visit our website or contact us directly. 


EMAIL: ipdet@carleton. ca Tel: +31 205200160 www.aif.nl 
Fax: +31 20 520 0161 info@aif.ni 





A TRULY INTERNATIONAL EXECUTIVE MBA 






* joint venture of four top business schools 






— 


* unique scheduling: rotating on-campus 
class sessions are concentrated into six 
two-week residencies spread over two years 






* internet-based communications system 
supports learning in between residencies 






* rich environment for cross-cultural 
interaction among participants from North 
3 and South America, Europe and Asia 


* graduates earn both an American and a 
European MBA degree 









www.mostinternationalmba.com 





* fully accredited (AACSB) and consistently 
top ranked 





+ ye Cap > 


| 
A 4, v9u t - 
3 K =% » business tla LOCI EAP 
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keepinfo@mgmt.purdue.edu imm@gsb.ceu.hu tas.imm@tias.edu burton@escp-eap.net 
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nternational 
managers... 





A one year highly participative and intensive 
MBA for experienced executives wishing to 
maximise their development opportunities. 
|. 16 weeks of face-to-face tuition, including 


5 weeks at international locations in Europe, 


the USA and Asia-Pacific, are interspersed with 


project work in companies and facilitated 


e-learning activities. 


Henley is one of the first four UK schools to 


achieve triple accreditation: AMBA, EQUIS, & AACSB. 


sd i . Full 
Time MBA 


Places strong emphasis on group learning, 








skills development, mentoring support and 
personal learning plans to equip you with 
the competencies to meet the challenges of 


~~ global business. 





MANAGEMENT COLLEGE 


Tel: +44 (0) 1491 418803 Fax: +44 (0) 1491 418899 


mba@henleyme. ac.uk 
wwe, benleymc. ac.uk 


ANAKA AAAS rA AAN RATA MEAND ei aie anaa REA NaRa aN A ratem aee es 






















Teaching French to adults for 33 years 


INSTITUT DE FRANÇAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE COMPLETE IMMERSION PROGRAM 
8/: hrs a day with 2 meals. 8 levels : Beg. I to Adv. HI 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts March 31, May 5 and all year 
06230 Villefranche/Mer EC22, France. Tel, +33 493 01 88 44 Fax +33 493 76 92 17 
i www.institutdefrancais.com 





M City University School of 
London Social Sciences 


CUTY 





Postgraduate Economics at 
City University 


The Department of Economics at City University offers a 
PhD research programme, and specialist MSc programmes 
in applied economics, drawing on a thriving research culture 
and excellent teaching resources. Staff offer expertise in 
many of the main areas of applied economics, including 
econometrics, health economics, regulation and business 
economics. Appiications are now being considered for the 
October 2003 intake. 


PhD Programme 





The Department provides supervision in each of its principal 
research areas (see: www.city.ac.uk/economics for more 
detailed information on staff research interests). 


Taught Masters Programme 


MSc in Business Economics/MSc in International 
Business Economics 





Designed for economics graduates who want to apply economic 
analysis and quantitative skills to real world economic and 
business problems, covering: business economics, quantitative 
methods, financial markets, e-commerce, corporate finance, 


d and competition, international business economics, 





MSc Economic Regulation and Competition 


Provides a specialised training in the concepts and skills 

involved in the. regulatory process and competition policy, 

including: the economics of regulation & competition, 

applied regulation & competition policy, regulated industries 
..&issues in regulation, the legal framework, and quantitative 
techniques. 


MSc in Economic Evaluation i in Healthcare 


Designed for graduates and healthcare professionals, this 
course covers the economics of healthcare, economic 
evaluation in healthcare, welfare economics, epidemiology 
and statistics, clinical trials and survival analysis, health — 
needs and quality of life assessment. 

Department of Economics 


For more information and application form, email 
socscipg@city.ac.uk or write to: Postgraduate Enquiry 
Officer, School of Social Sciences, City University, . 
Northampton Square, London EC1V OHB. Tel 020 7040 8512/ 
Fax 020 7040 8580. 

Please quote Reference: SS/EC/03 when making 

enquiries. www. city.ac.uk/social/ 


The University for business and the professions 
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Is YOUR CAREER 













uH 


ROBERT 
KENNEDY 
COLLEGE 


Swiss 
QUALITY 
EDUCATION 


* Diploma in Business and Management 
è Executive MBA è Executive DBA 

è Diploma in Legal Studies 

è Master of Laws 










For full catalogue and information: 4 
www.college.ch 
admission@college.ch 
Tel. «41 1 308.3908 - Fax «41 1 308.3512 









87 


John Deutsch International Executive Programs 
Queen's University, Canada 









Investment Appraisal and Risk Analysis 
June 30 - August 1, 2003 
Dr. Glenn P. Jenkins, Program Director 
Financial Modelling, Risk Analysis and Management, Contracting, 
Project Financing, Economic and Stakeholder Analysis 
John Deutsch International Executive Programs 
Queen's University, Kingston, Ontario, Canada K7L 3N6 
Tel: (1) 613 533 6556 Fax: (1) 613 533 6818 


Email: director @ queensjdiexec.org 
www.queensjdiexec.org 





























Talent breeds success - Vision transforms reality - RSM develops leaders 


CHOOSE FROM THREE MBA PROGRAMS: 







CONTACT US: 
Burg. Oudlaan 50, 3062 PA Rotterdam, The Netherlands 
Tel.: +31-10-408-2222 E-mail: mbainfo@rsm.nl 












@ive your study an 
international dimension 


Department of Politics and International Studies 







ONE YEAR MA PROGRAMMES 


In one of the UK's top 5 research institutions. 







We received a 5 rating in the recent Research Assessment Exercise and achieved a 
maximum of 24/24 in the Quality Assurance Agency Subject Review. The University 
of Warwick is also the site for the ESRC Centre for the study of Globalisation and 
Regionalisation 








With 100 students from 30 countries and 30 leading academics, many with 
nternational interests, we are well placed to give your study a global perspective 
With a large postgraduate community, and a cosmopolitan population, Warwick 
Students are part of a leading research university. Bursaries are also available to help 
you with your Study 










Masters Programmes 
@ MA International Political Economy 

@ MA International Relations 

@ MA International Politics and East Asia 

9 MA Globalisation and Development 

@ MA Politics (ESRC recognised 1+3 Programme) 










For more information about the department or any of 
the courses listed above, visit www.warwick.ac.uk/PAIS/ 
or email resab @csv.warwick.ac.uk 

Tel: + 44 (0) 24 7652 3486 THE UNIVERSITY OF 
Fax: +44 (0) 24 7652 4221 WARWICK 
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Ranked 4th in Europe (BusinessWeek), RSM is accredited by AACSB, EQUIS and AMBA 





174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél 





* International MBA & MBA/MBI * Executive MBA * Global Executive OneMBA 


RSM-C-- 


Rotterdam School of Management 
Erasmus Graduate School of Business 


pi. rsm.nt/mbainte 





INSTITUT D'ETUDES 
POLITIQUES DE PARIS 





Extend your global reach 


MBA 


SCIENCES*P?@ 


€ A MBA Accredited Degree. 


€ An intensive nine-month bilingual program (French/English). 


€ The leading school in Political Science and Economics, 
founded in 1872. 


€ A distinguished international faculty. 
€ An urban campus in the heart of Paris. 


Next information session in our premises: 
Thursday, March 27" 2003 at 6.30 p.m. 


+33 145 44 87 43 - Fax: +33 145448 


Website : http : //mba.sciences-po.fr - E-Mail : mba@sciences-po.fr 
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Totally Flexible 
MBA/DBA/PHD 


AAS degrees by Distance Learning. You design your 
curriculum. You will not study material you alneady 
know or do nol need. No exams, vou leam Uvougn 
research & writing; No Bachelors or GMAT required. 
Facully are successful business ieaders/authors 
Facuity wanted. Rushmore University, 1-815-425- 
8577, infozdibrushmore.edu www. rushmore edu. 








2 iD naka appropriate enquiries and qom 
appropriate advice before sending money, 
incurting any expense of entering into a binding | 
commitment in relation to an advertisement, Tha © 
Economist Newspaper Lirnited shall not be fiable 
to any person for loss or damage incurred or 
suffered as a M ads of his t her sen iy ore 
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“| EARNED MY 

DEGREE IN JUST 

ONE YEAR... AT 
HOME.” 


Adults only-Bachelor, Master, Ph.D. in most 
fields. Credit for work experience. 
internet library. American Instructors will 
| guide your studies, Students in 112 countries. 
For à no cost catalog: RO. Box 61707, King 
Of Prussia, PA, 19406 USA - Fax: 610 205 0960 

e-mail: admissions@washint.edu 


Skills * 


ced 1 
£12 839 | Pac 434 914 315 54 
E-mail info 9 aiseta, com 








Negotia í r on 





London 29/04 - 30004 — London 09/06 - 1006 — Fully Common Wealth | 
- 06/05 - 07/05 16/06 - 17/06 accredited specialised, part- | 
Edinburgh 26/05 - 27/05 14/07 - 15/07 time MBA(2 years) in Business 
> Brussels — 30/06 - 01/07 — » Edinburgh 23/06 - 24/06 Negotiation. Course presenters | 


are renowned leaders in the | 
different fields of negotiation. - 
Now enrolling for September | 
2003, 


p UN 


| *Certificate Courses fully accredited by 
; The International Negotiation Academy. 


For More LIS fille 


M aac Academy Europe 
Henley-on-Thames, Oxfordshire, United Kingdom 





Email: info@negotiationeurope.com 


www.negotiationeurope com u l , 
Tel: +44 (0) 1491 578 601 The Negotiation Academy | 
Fax: fa 8701 417 011 : : — 





Call for Competitive Bidding 


STUDY ON 
COMMODITY DIVERSIFICATION 
STRATEGIES AND INTERVENTIONS 


——————M € EP TL OEE ANAT ITI IN 


The Common Fund for Commodities invites bids to develop 
a set of guidelines, best practices and strategies in the area of 
horizontal diversification. 


Detailed terms of reference can be accessed from the CFC 
web site: www.common-fund.org under “Consultancies” 


Interested consultants or consulting companies should 
submit bids outlining proposed methodology, work 
programme, time frame and budget, providing CVs of 
persons involved, details of past experience and corporate 
profile. The offers should be sent to the address given below 
so as to reach on or before 1 May 2003. 


——————————————ÓM RE 


The Managing Director 
Common Fund for Commodities 
P.O. Box 74656 
1070BR Amsterdam 
The Netherlands 


Fax: + 31-20-6760231 
Email: managing.director@common-fund.org 
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Policy Analysts 


Westminster 


c£21k - £26k (more may be available for those with exceptional experience) 


We can't tell you what a typical day as a Policy Analyst 
would be like. You could find yourself making 
recommendations to Ministers, promoting Britain's 
economic prospects in the EU, or helping to improve 
public services. The Treasury's role is to create and 
implement the Government's financial and economic 
policies. Your role will be to help us achieve this. 
Whatever you do will provide a real test of your abilities, 
as well as offering levels of variety and influence that few 
other positions could hope to match. 


We'll want you to take early responsibility - but we won't 
expect you to do this without our support. We'll provide 
all the help you need to develop a personal career path, 
including specialist training, ongoing management 
development, and opportunities for secondment. Some of 
the roles may involve travel in Europe or further afield. 


We're based in first-class newly refurbished offices with 
excelient facilities íncluding a discounted gym, staff 
restaurant, and holiday playscheme. We offer a range of 
flexible working patterns to help you achieve the right 
work-life balance, and a comprehensive benefits package 
including choice of pension options and generous holiday 
entitlement. 


To apply, you'll need a 2:1 in any discipline (expected or 
achieved) or one year's related work experience in a 
challenging environment. We're looking for people who 
can deliver quality results on time; communicate 
effectively at all levels; value every individual's skills and 
needs; and are capable of applying their skills, knowledge 
and experience in a thoroughly professional way. 

In addition you'll need to show that you've got the 


HM TREASURY 


www.hm-treasury.gov.uk/careers 
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potential to manage, motivate, and develop others, and to 
think strategically. 


We will have a number of opportunities to fill over the 
next twelve months, so we will keep a reserve list of any 
successful candidates who cannot be employed 
immediately. We can offer permanent positions, fixed-term 
appointments (with the possibility of permanency), or 
secondments if you are already employed {with the 
possibility of extension or conversion to permanency). 

The terms of your appointment will be agreed to suit you, 
depending on your current circumstances. 





You can download further information including details of 
how to apply from www.hm-treasury.gov.uk/careers 
(information also available in alternative formats - e.g. large 
print - if required) or contact us by email at 
hmtreasury@parity.net or by phone on 0870 1123646. 
These vacancies are open to UK nationals, Commonwealth 
Citizens, nationals of EC and EEA states, or Swiss nationals 
with the right to live and work in the UK. We guarantee to 
interview all candidates who declare themselves as disabled 
and meet our minimum selection criteria. Closing date 
for applications: Friday 4 April 2003. Selection will be 
by interview. 


HM Treasury is an equal opportunities employer. We do not 
discriminate on grounds of gender, marital status, race, colour, 
religion, ethnic origin, sexual orientation, disabili ity, community 
background or age (but you should note that our normal 
retirement age is 60). We recognise quality in diversity and we 
would like our workforce to reflect the communities we serve. 
In particular, we would welcome applications from suitably 
qualified women, ethnic minorities, and peaple with disabilities. 





S eem i 
INVESTOR IN PEOPLE 












90 Appointments 











At DFID, our central focus is on an international commitment to halving the 
proportion of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of natural and physical 
environments. So we're looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities. 


Qur support to enterprise is focused on the promotion of economic growth 


"S shlor Financial Adviser - Enterprise Development 
£43,955 rising to £59,105. 
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The post is both permanent and pensionable — and subject to a 10 month 
probationary period. The starting salary will be £43,955 but more may 
be available for an exceptional candidate. 


The Civil Service offers a choice of final salary and stakeholder pensions, 
allowing you to choose the pension that suits you best. 


A relocation package of up to £5000 may be payable. 


| through increased income opportunities for the poor. Our advisers generally 
work in multi-skilled teams, tackling a wide variety of private sector issues, 
including access to finance and business development services, and constraints 
in the enabling environment. You will work primarily on improving the 
provision for SME finance and microfinance in developing countries, whilst 
also playing an important role in supporting broader economic policy. 


You will lead in DFID on microfinance industry development, working with 
a number of other international agencies. On SME finance, you will support 
policy and best practice, acting as a focal point on financial sector issues 
for the network of DFID advisers covering country programmes. 


With strengths in communicating and networking, and skills in analytical 
thinking and managing people, you will have spent at least ten years 
in international development. A good first degree and a Masters or professional 
qualification will be important — probably in business management, economics, 
finance or banking. You will be well versed in financial services, the business 
enabling environment, trade and investment, and business development 
services. You will be expected to travel for up to 75 days p.a. 


DFID is an equal opportunities employer. Applications are welcomed from 
all parts of the community and we actively encourage interest from women, 
ethnic minority groups and those with a disability. Selection is on merit. 
Candidates must be nationals of member states of the European Economic 
Area (EEA), Swiss Nationals or citizens of the British Commonwealth with 
the right to work in the UK. | 


This is a re-advertisement:: 


For more information on this vacancy, DFID in — anda an electionié ! 
application form, visit our website. Alternatively, call 01355 843842 or email 
hrod3c1 @dfid.gov.uk to request an application pack - quoting reference 
Room AH 375/3C/SFA/EDD 


Closing date - 16 April 2003. 


Working to eliminate global poverty and promote 
mcs development 


IL SERVICE 


DFID 


www.dfid.gov.uk 
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PuVEM TOR IN FROPLE 


Department for 
International 
Development 





x 
UVA UNIVERSITEIT VAN AMSTERDAM 


AMSTERDAM CENTER FOR Law & Economics (ACLE) AT THE UNIVERSITEIT VAN AMSTERDAM 


The Amsterdam Center for Law & Economics (ACLE) is currently being established as a joint initiative of the Economics and Law faculties of the 
Universiteit van Amsterdam. Recruitment is now starting. Three senior positions are available for scholars trained in law (two positions) and economics 
{one position). 

The ACLE's objective is to promote high-quality research in the fields at the interface of Law & Economics. The Center's main focus areas are: corporate 
governance & law, competition & regulation, economics of regulation, and contract and liability law. The director of the Center is professor Arnoud 
Boot; the Center has separate facilities in the immediate vicinity of the Law and Economics faculties. 


(FULL) PROFESSOR OF LAW & ECONOMICS 


1,0 fte 


This position is suitable for a leading lawyer with an active international research agenda with an ACLE relevant specialization, including (comparative) 
private law, company law, trade law, contract law and tort law. Affinity with economic theory is important. 


ASSOCIATE PROFESSOR OF LAW 


0,8 fte 


This is a combined position for the ACLE, and the international Law Department in the Faculty of Law with an emphasis on competition laws and 
economics of regulatory law. The International Law Department includes the European integration group, in which EU law and competition law 
play a prominent role. Research is paramount and teaching duties are limited. 


ASSOCIATE PROFESSOR OF ECONOMICS 


| 1,0 fte 


This position is suitable for a micro-economist/financial economist specializing in corporate governance and/or contract theory with an interest in financial 
institutions and regulation. An active international research agenda and affinity with law are indispensable. 


Information 

Further details, including information on appointment and on how to apply, are available on www.uva.nl/vacatures or www.english.uva.nl 

choose "Vacancies". 

For more information on both faculties please check www.fee.uva.n/english and www.jur.uva.nl/english. The deadline for applications is 30 April 2003. 


www.uva.nl/vacatures 
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Universitat Hannover | | 





The University of Hannover seeks a 


Professor of Economics 


This tenured appointment will be made in the first of 2004. Applications are 
partic incouraged from candidates with research interests in industrial 
E. tion, game theory, or contract theory, A strong microeconomic background 
às an outstanding publication record are required. Applicants whose native 
nguage is not German are not assumed to hold a "habilitation" degree or to be 





` Responsibilities of the successful candidate include research and teaching at the 
undergraduate, graduate and postgraduate level; teaching obligations comprise 8 
hours per week. The University offers a salary according to the negotiable W3 
schedule, a health care package and a generous retirement plan. Compensation for 
moving expenses may be granted. 


The University of Hannover hires on the basis of merit and is committed to 
employment equity. We encourage all qualified persons to apply. For further 
information, contact dekanGmbox vwl.uni-hannover.de. Please send your curriculum 
vitae, your publication list and records of your teaching experience until April 
23 th, 2003, to 


University of Hannover 

Dean of the Faculty of Business Administration and Economics 
Prof. Dr. Stefan Homburg 

Kónigsworther Platz 1 - D-30167 Hannover (Germany! 
http-//www.uni-hannover.de/campus/job.htm 
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United Nations Development programme (UNDP) 
UN's giobal development network, advocating for change: > 
and connecting countries to knowledge, experience ar de os | 
resources to heip people build a better life. We are on the 9 paeem 
ground in 166 countries, working with them on their own 
solutions to global and national development challenges. 
As they develop local capacity, they draw on the people of 
UNDP and our wide range of partners. 


Viet Nam: 


| Senior Technical Advisor 


One year full-time with possible extension, based in Ha Noi 


| Under Project VIE/03/009 “Capacity Strengthening to Manage and | 


Promote Trade in Services in Viet Nam in the Context of Integration" to | 


| strengthen capacities of the Services Sectors in Viet Nam. 


| Resident Technical Advisor 
| One year full-time, based in Ha Noi 


and 


Legal System Development Facility Manager 
Two years full-time (initial one year contract), based in Ha Noi 


Under Project VIE/02/015 "Assistance for the implementation of | 
Vietnam's Legal System Development Strategy to 2010" to strengthen 


| capacities of the Justice Sector in Viet Nam. 


| For more information and to apply, please visit UNDP Viet Nam's web | 
| site at www.undp.org.vn. Closing date for applications is 10 April 2003. | 


We especially encourage women to apply and value geographical | 





| diversity in our workforce. 


All human beings are born free 


and equal in dignity and rig 





"hts. 


Universal Declaration of Human Rights 


Set up by the Council of Europe in 1959, the European: Court of Human Rights sits at Strasbourg. The Council of Europe is an intergovernmental organisa- 
tion founded in 1949 which aims to promote democracy, human rights and the rule of law, as well as to seek common solutions to political, social, cultural 
and legal problems faced by its 44 member states. The Council of Europe is currently organising a competitive examination for the recruitment of a (m/f) 


for the Registry of the European Court of Human Rights in Strasbourg, France 
Competitive examination limited to nationals of Council of Europe member States 


You will be working in Strasbourg, under the authority of the Registrar of the 
European Court of Human Rights, and will be responsible for translating 
Court documents ~ draft judgments and decisions, separate opinions, 
press releases, etc. — from French into English and occasionally other 
documents from non-official languages. You will also revise English 
originals of documents drafted by non-native speakers. From time to time 
you will attend Court deliberations to provide linguistic advice. 


You wil have a good university degree and appropriate professional 
experience, preferably in the translation of legal texts. A broad general 
Culture is also required. 


Would you like to participate in the competitive examination? Then please 

submit the Official Application Form available from the Council of 
Europe's recruitment website (http-//www.coe.int/iobs} 

or detailed CV with nationality, date of birth, gender, * 

s postel and e-mail address, telephone numberís) and * 

MOT details of education and training, 

work experience and language skills. 





CONSETL 


x * o 


You have mother-tongue command of English and an excellent knowledge 
of French and at least one other European language. You will also be 
familiar with European legal systems, especially the English and the French. 


Your linguistic skills will be of a standard that enables you to produce 
transiations requiring no revision. Given the confidential nature of some of 
the material, you will be expected to show discretion. 


PC skills, including the ability to use standard MS Office applications, are 


essential. Experience of working with translation memory software such as 
Trados Translator s Workbench would be useful. 


Applications must quote reference 05/2003 (ECO) and reach us by 


9 April 2003 at Human Resources Directorate (Recruitment Office), 
COUNCIL OF EUROPE F-67075 STRASBOURG cedex, France. 


" Fax: 33 3 88 41 27 10. E-mail: recruitment coe int 


* 


* * COUNCIL 
DE L'EUROPE w y * OF EUROPE 


COUR EUROPÉENNE DES DROITS DE L'HOMME 
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Fax: . Email: 
USA/Canada +1 202 4781698 cpamerica@carcerpath.co.uk 
Europe +44 20 75048280  cpeurope@careerpath.co.uk 





Asia / M. East / Aus +66 2 2674688 cpasia@bkk. loxinfo.co.th 





THE CREME ALWAYS RISES TO THE 
TOP, SO WHY SHOULDN'T YOU? 


Looking for the way to achieve that higher level of 
income? If you're an international senior executive, over 
40, and currently earning $100K+ per year, we can 
assist you in attaining your goals. Resume Broadcast 
International, will manage your career search with the 
personal contact necessary for success. Our 
committment is not just 40 hours per week, but 24 hours 
a day, 365 days a year. Don't wait another minute, 
contact us and open the doors to opportunity today. 





Resume Resume Broadcast International 
"de yes P.O. Box 6930, San Diego, California 92166, USA. 
Br GRE. M Tel: 619 224 9257, Fax: 619 224 9268 

i vomere Ernail: rbi1022243306 G cs.com | 
inten nat SANUS . pude 
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Chief Statistician, Policy Division 
£52,403 ~ £72,841 — 


At DFID, our central focus is.on an international commitment to halving the 
proportion of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of natural and physical 
environments. So we're looking for individuals who can bring skills, 

understanding and patience to even the most complex development activities. 


Your core responsibility will be to offer vision and intellectual leadership 
on statistical issues — right across DFID, representing us internally and externally 
to the highest standards. As Head of Profession you'll have a commitment 
to developing professional skills and building an environment where only 
work of the best quality is produced - reflecting our core values and 

professional excellence and those of the UK Government Statistical Service. 


You will be joining our Policy Division at a time of reorganisation — 
reorganisation that will result in a fluid team structure, with each team 
dealing with a specific development issue. So you'll lead a multi-disciplinary 
group, developing policies and strategies that contribute to meeting the 
Millennium Development Goals, and building statistical capacity at individual 
country level — concurrently staying abreast of key policy formulation and 
implementation and building strong relationships with institutions, 
governments, academia, think tanks and Whitehall. In short, you'll maintain 
internal coherence by working with our international, regional and 
finance divisions, as well as influence, advise on and promote flows 
of statistical knowledge. 


it’s a role that needs someone committed to making a personal impact 
from day one, an individual keen to get the best from people, who thinks 
strategically at all times. You must be focused on delivery, purpose and 
direction — and you'll need a broad understanding of development issues, 
developing countries and the value and use of statistics in support of key 
development goals. Creative thinking, bringing together ideas and 


() 


INVESTOR IN PEOPLE 















Senior Programme Officer/ 
Programme Officer 
Research & Evaluation 


The International HIV/AIDS Alliance, which supports 
community action on AIDS in developing countries, 
is recruiting for a research and evaluation (R&E) 
specialist, with responsibility for the development 
and refinement of an overall R&E framework for all 
Alliance programming, and for support of other 
programme colleagues in the development of 
supplementary R&E activities for specific countries 
or programmes. Salary range: UK£26,000-36, 000. 






For details about the post requirements and 
application procedure, see our "What's New!’ 
section on the Alliance website 
www.aidsalliance.org. 








Qualified candidates living with HIV/AIDS are 
particularly encouraged to apply. 










London 


collaborative working all go without saying — along with a good honours 
degree in a numerate discipline and the professional and personal skills 
to work effectively as Head of Profession. 


Based on proven performance in the job, the normal salary range quoted 
above may extend to a substantially higher figure for the very top performers. 


The Civil Service offers a choice of final salary and stakeholder pensions, 
allowing you to choose the pension that best suits you. We also provide 
a range of flexible working policies ~ enabling you to balance work with 
your other commitments. 


Assistance with relocation may be available subject to negotiation. 


DFID is an equal opportunities employer. Applications are welcomed from 
all parts of the community and we actively encourage interest from women, 
ethnic minority groups and those with a disability. Selection is on merit. 
Candidates must be nationals of member states of the European Economic 
Area (EEA), Swiss Nationals or citizens of the British Commonwealth with 
the right to work in the UK. The successful applicant will have to satisfy 
the British Government's developed vetting procedures. 


For more information on this vacancy, DHD in general, and an electronic 
application form, visit our website at www.dfid.gov.uk Alternatively, e-mail 
dfid-recruitment@dfid.gov.uk to request an application pack - quoting 

Ref. CSTAT 


Closing date - 18 April 2003. 


Working to eliminate global poverty and promote 
sustainable development 


CivilSERVICE 


Department for 
international 
Development 


www.dfid.gov.uk > a 
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orking for a better future. 





nternational Public Sector Consultants for Governance and Justice Sectors 





Based in London with international travel 


Atos KPMG Consulting works for the Department For International 
Development and the World Bank, to tackle poverty in Asia, 
Eastern Europe, Africa and the Caribbean, making a lasting 
difference to the public services and people of transitional and 
developing countries. We work with governments and across the 
justice sector to improve performance and delivery of services, and 
increase transparency and accountability. We work with them as 
they develop proposals for change, and assist them in their 
implementation. 


We are seeking consultants to join our highly successful and 
growing teams to help governments and justice sector bodies drive 
forward improvements in policies and service delivery which take 
account of the needs of the citizen. 


You'll have proven relevant expertise in either governance or 
justice sector reform, preferably focusing on developing or 
transitional nations. You'll have resilience, determination, and all 
the skills necessary to succeed in demanding multidisciplinary team 
based projects. Your analytical skills allow you to identify key 
issues, then design and implement practical solutions. Specifically, 
you'll require experience and expertise of at least one of the 
following areas: 


Atos KPMG Consulting 


* Developing and implementing strategies for public sector reform 

* Strengthening policy making capacity 

* improving service through process redesign and joined up 
approaches in justice and the wider public sector 

* Applying results focused management to drive operational and 
cultural change 

* Focusing policies and services on the citizen through stakeholder 
and civil society engagement and feedback 

* Developing and implementing justice sector reforms that 
improve citizen access to justice 

* introducing effective anti-corruption measures 

Above all, you'll welcome the challenge of making a real and 

measurable difference to people's lives, working with clients 

outside the UK for significant periods of time. We offer a package 

that fully reflects your ability and ambition. 

For more information and to apply for the Governance role, visit 


www.atoskpmgconsulting.co.uk/careers/jobsearch.html and use 
reference 0247. Or for the Justice role, enter reference 0246. 


+a 





This advertisement is issued by Atos KPMG Consulting Limited, registered office 1-2 Dorset Rise, London ECAY SEN, © Atos KPMG Consulting Ltd 2002. 
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. The World Bank requires | 
MACROECONOMIST 


NEW DELHI 


” The World Bank's New Delhi office seeks a macroeconomist 
to contribute to and manage World Bank reports, briefs and g 
I projects relating to key issues in the Indian economy, , 
~ Í especially macroeconomic & growth issues at both the central # 
_ M &state level. He/she should be able to conduct policy dialogue B 
“gp and lead task teams. He/she should have strong analytical, Bi 
| communication and interpersonal skills. g 
g [he position will be at the Economist or Sr. Economist level. g 
The Economist should have a Ph.D. in economics or equivalent 
i from an institute of international repute with 5 or more years of i 
a experience in an academic or research centre, or economic 
ll consulting firm. The salary will be in Indian Rupees based on i 
| the World Bank's local salary scale, which is competitive with Bi 
d the upper echelon of indian firms. I 
E" We are aiming at changing the staffing profile at all levels to | 
“g reflect a better representation of women and people with 5 
disabilities. I 
interested candidates may send in their resume latest by 
7th April 2003 to : GPO Box 416, New Delhi-110001, India. à 
omist March 22nd 2003 
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Associate / Assistant Professorships (4 posts) 


Business Administration and Management / Permanent positions 


SCHOOL OF MANAGEMENT ^ 








in the context of its international development, IESEG School of Management 
at the Catholic University of Lille, invites applications for four new full-time 
positions (starting in September 2003) at the Associate Professor level or 
Assistant Professor level. IESEG, member of the "Conférence des Grandes 
Écoles", is one of France's leading business schools. 

Salary (gross) : Euros 35 000-50 000 per annum 

Applications would be welcome from those with expertise in one of the 
following areas : 


Marketing, Business Strategy , Finance, MIS 


Candidates should hold a Doctoral degree (or be in the process of completing 
one very soon). Candidates are also expected to have a knowledge of business 
practices in Western Europe. The successful candidates will join a dedicated and 
enthusiastic team committed to furthering the School's European reputation. 
Fluency in English is required. Proficiency in French would be an asset. Courses 
will be taught in English. 

The successful candidates will be expected to design and teach courses at all 
levels, conduct academic research and possibly be active as consultants. 


Applications (Letter of Application and Curriculum Vitae) should be sent to : 


Dr. J.P. AMMEUX, Director - jp.ammeux@ieseg.fr 
IESEG, 3 rue de la Digue - F -59800 LILLE - FRANCE 
Website : www.ieseg.fr - Tel : +33/320.545.892 
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PROJECT DIRECTOR - Melbourne, Australia 





Innovative Ticketing Technology - Major Leadership Role 


The State Government of Victoria, Department of Infrastructure, plans to introduce a new public transport ticketing system to replace 
Melbourne's current automated ticketing system by 2007. A rare opportunity exists for a seasoned Project Director to lead the development and 


implementation of this significant infrastructure investment. 


The project and its future direction will be high profile and will involve major public policy i issues. As a result, sophisticated issues and stakeholder 
management at ee and transport operator level as well as with the public is required. Ticketing is one of the main interfaces for 
customers and plays a major role in community perception of the State's transport system and services. 


The major challenges facing this position include: 


* Confirming the conceptual design of the ticketing system and technology direction 


* Formulating the project delivery strategy and business case for consideration by Government and negotiate transition issues with the current 


provider 


* Leading a skilled project team in the mobilisation of resources, approval processes, tendering, negotiation, consultation, transition and 


implementation 
* Overseeing and managing the interface with key stakeholders 


* Effective community consultation strategies to facilitate a system that responds to user needs and expectations 


* Managing operator/franchisee relations and expectations including technical and operational matters and engineering support for proposed 


outcomes 


The ideal Candidate will possess: 


* A proven track record of successful delivery of complex projects including projects delivered in an environment with multiple stakeholders, a 


large customer base and a high public profile 


* Skills in leadership, motivation and building team commitment to achieve results in complex, variable and demanding environments 


* High level influencing skills and ability to effectively articulate and advocate issues and ideas at a senior level and to be effective across 


community, commercial and public sector environments 


* Experience in major technical systems and program delivery preferably with direct experience or clear relevance to a transport/ticketing 


environment 


Compensation will be at a level which reflects the substantial responsibilities of this role. 


For further information please visit www.ekornferry.com then follow prompts into opportunities, Asia/Pacific, Project Director, 
Department of Infrastructure. All applications should be registered through the web site if possible. Alternatively send via email to 


kfi. WENN com or. poss to Sev International, Level 12, 101 Collins Street, MELBOURNE VIC 3000. DEMENS cose 12/4/2003 


Department of Infrastructure 


AGZ815 


Victoria 


Tras Place “o Be 
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Tenders 


OHR 


Office of the l 
High Representative 


Insurance Opportunity 
Expressions of Interest required 


OHR is the lead agency for implementation of the 
civilian aspects of the Dayton Peace Agreement in Bosnia 
& Herzegovina, 


We operate a fleet of over 140 vehicles, locally insured, 
and seek to increase passenger liability cover beyond the 
limited level allowed by law to local companies. 


If you are able to provide such cover — please see the full 
text of this invitation on the Tenders page of our website 
at www.ohrint and respond by 4th April 2003. 
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Government of Mozambique (GoM) / UK Department for 
International Development (DFID) | 

TENDER NOTICE 

Í 

| TENDER FOR THE SUPPLY, INSTALLATION AND MAINTENANCE OP THE 


| SOFTWARE AND HARDWARE FOR A SYSTEM FOR THE COLLECTION OF 
| DIRECT TAX REVENUE 




















| *" The Government of Mozambique supported by the UK Department for 
International Development is seeking to procure the software and hardware for a. 
system for the collection ofdirect tax revenue 


® Charles Kendall & Partners Lid. acting as procurement agents for and on behalf of . 
the GoM now invites potential vendors to request the tender notice. The successful 
vendor will be required to; 





EP SUP PERRA AT 


* Develop the software in Portuguese, install and interface it at multiple locations | 
s Supply and install both the hardware and network 
a Train the end users in both the software modules and the hardware 








| ® Vendors who wish to submit an Expression of Interest should request by e-mail the 
full tender notice from Charles Kendall & Partners Lid. at e-mail address: 
itavlor&charleskendall.com. Vendors should note that Eol's must be received by 
12.00 noon on 28 March 2003, therefore it is essential that they request the tender 
Bos without delay. ; 





* Maintain the software, hardware and network up to 3 years after go-live | 
i 
i 


f 
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‘The SCF Group, est. in 1989 pro provides full ranges of offshore services ces at what we believe are the —— 
most Lacs dan rates currently available by à licensed professional firm 


GROUP 


EST. 1989 — LONDON: ” For immediate, friendly advice, please contact 


"T crai, | Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery B.Sc (Hons) 

: E-mail, helen@scfgroup.com E-mail: iansonepscigroup. com 
Tet 44 (8) 20 7352 2274 Charles Baker M.A. (Hons) 
Fax +44 (B) 20 7795 0016 E-mail: charles@scfgroup.com 





Offshore Corporations 
| Banks, Trusts, Foundations 
Bank A/Cs, Credit Cards 






l IMMIGRATE TO CANADA 
^We Can Help" 


30 Years Experience in Inumigratioo Matters 
ine law firm of Somgen & Peterson 
htip://wiww.somien.com 
Email: somiengsomjen.com. 

Suite 810, 1240 Bav Street, 
Toronto. Ontario, Canada, MSR 247 
Tet (4160922 SORT Fax: i4 163922 4234 
“We Can Heip” 









TAX-FRE } 


Companies world-wide 


















Formation and administration of 
companies, opening of bank accounts 
tel/favimanl forwarding service 
UNITED KINGDOM 
LONDON 


LAVECO Ltd. 


Tel: 444-207-356-0900 
Fax: $44-207-556-(79 10) 
E-mail: london@laveco.com 


HUNGARY 
Tel: +36-1-217-G6-8 | 
Fax: +36-1-217-44-14 


Vp 


E-mail: hungary@laveco.com 


ROMANIA 
Tel: 440-722 -326-329 
Fax: +40-21-3 13-7197 
E- mail: romana laveco.com 


CYPRUS 
Tel: 4337-24-636-919 
Pax: +357-24-636-920 
E-mail: cyprus(@laveco.com 









| CANADA...a world of opportunity | 













Prot orien consulzanion, 24 hom per dax 7 days per week 


Cansa hamiggadon Lawyers 
350 Aineen Stroer, Sue A2. orato, Deui. MIS E11 i 
Tek es (091 SUR ARI 13387 Fax, v 0) 416 582 647 i 


| Expert & professional advice 
| at ator danie prices 



















W liam 71 Byrnes 
89 D855 | To et £908) 579 3944 
|. F449 (266) 579 $445 


eurn 





With over 25 years experience in 
facilitating offshore and international 


business, we deliver workable and cost 
effective solutions. 
















<- Solutions for Expatriates 





* Trading or investing internationally | 
| Masters in Finance or | Mus 


Economics Sponsorship 








|* Setting up a business overseas 


Applications are invited for studentships at a prominent British university or 


| 
| 





d 15 Regent Street, | London, SWIY 4LR 


IER business school leading to a Master's degree in finance or economics. A 


successful candidate, who must have been accepted for such a course, will 
have his/her fees paid and will also receive a contribution towards living 
expenses. 


The Marjorie Deane Financial Journalism Foundation aims to promote 
the understanding of financial markets and institutions, and in particular to 
foster excellence in financial journalism. Preference will therefore be given 
to applicants who can write well and who will produce a piece of research 
(probably based on their dissertation) that is suitable for publication. Further 
information is available at www.mdlif.org.uk 


Studentships are open to all, regardless of age, sex. etc. Applications by 
Friday April 25th 2003 to 
Martin Giles, 
The Economist 
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Contact David Stevenson 
for further information: 


T: +44 (1624) 818899 
F: +44 (1624) 811081 


E: business@ocra.com 





FS CONT 


ocraworidwide 


WWW. ocra. com 





id Economic and financial indicators 


Overview 


Even before hostilities began in the conflict 
with Iraq, shares already seemed to be hav- 
ing a good war. Stockmarkets in America rose 
strongly in the week leading up to President 
Bush's deadline for Saddam Hussein to leave 
Iraq or face military action. The Dow Jones 
Industrial Average rose by 9.4%, and the 
Nasdaq jumped by 9.2%. European stock- 
markets posted even stronger gains during 
the same period: France’s CAC-40 soared by 
18.1%, Germany's Xetra-DAX rose by 18.7%, 
and Britain's FTSE-100 climbed by 14.6%. 


While global stockmarkets seem optimistic, 
American consumers are not. The University 
of Michigan’s consumer-confidence index 
fell from 79.9 in February to 75.0 in March, 
its lowest reading in more than a decade. 
America’s industrial production grew bya 
meagre 0.1% in February, a disappointing 
decline from the 0.8% growth seen in Janu- 
ary. Brutal winter weather and economic un- 
certainty caused housing starts to fall by 
11.0% in February. The Federal Reserve left 
interest rates unchanged at 1.25%; it sur- 
prised analysts by keeping its assessment of 
economic risks at “neutral.” 


Industrial production in the euro area rose 
by 0.7% in the 12 months to February. 


Higher oil prices are boosting inflation 
throughout Europe. Consumer-price infla- 
tion in the euro area ran at 2.4% in February, 
its highest rate in 11 months. February was 
the seventh straight month in which euro- 
area inflation exceeded the ECB's 2.0% ceil- 
ing, making interest-rate cuts difficult. Con- 
sumer prices rose by 3.4% in Sweden, and by 
2.6% in France, in the year to February. In 
February, Britain's RPIX measure of infla- 
tion, which excludes mortgage interest pay- 
ments, rose to 3.096, a five-year high. 


By the International Labour Organisation's 
measure, unemployment in Britain fell from 
5.2% in the three months to October to 5.0% 
inthe three months to January, the lowest 
rate since the second quarter of 2001. The 
number of people claiming jobless benefits, 
however, rose slightly in February. 


Japan’s manufacturers may be seeing a ray 
of light. In January, industrial production 
rose by 2.0%, revised upwards from an ear- 
lier estimate of 1.5%. 


Australia’s Gop rose by a robust 3.0% in the 


year to the fourth quarter, making the coun- 


try’s economy one of the strongestin the 
world last year. 


Data on more countries, as well as currency tools, 
tables and charts for shares and indices woridwide 
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Output, demand and jobs 


% change on year ago 





























The Economist poli Industrial Retail sales Unemployment 
= GDP -GDP forecasts — production (volume) ^ rate 

NEP latest — qt — 2003 — 2004 latest —  — latest — ^ latest ^ yearago 

Australia — — +30 04 +16 931 *34 *16 03 +54 Q 6.0 Feb $6 
Austria — + 1.2 038 «0.3 +12 A «20 ..— -15 Dec — * 0.9 Dec — : 4.l Jan — 3.9 — 
Belgium — — +16 Q +08 +13 +23 *33 Jan  - 49 De 11.8 fe 10.8 - 
Britain — £21 06 +13 +22 427 -07 Jan +42 Jan 5.0 Ji 5.1. 
Canada +39 06 +16 430 +33  - + 5.6 Dec +14 De 7.4 feb 79. 
Denmark — — - £09 0 -01 +18  *24 -17 Dec +24 De 5.5 Jan 50. 
France — — +17 Q4 +09 +14 +24 * 10 Jan - 19 Dec 9. Jan 8.8 
Germany +05 06 -01 +05 +19  -02 Jan +13 Jan 105 Feb? 9.6 
Italy — — — -*10 Q +17 +12  *22 +21 Dc +19 Nove — 89 0t 93 
Japan — — o «28 06 42.2 +05  *06 *74 Jan -24 Jn 553m 53. 
Netherlands — «4 0.3 0 +04 +08 +22 — —- 2.3 Jan -2.5 De — ^ 46Fel** 3.7 
Spain — — +21 Q4 +14 42.2  -29  0—^ * 2.5 Dec +48 Nov — 12.1 jen 10.9 
Sweden — +13 Q4 +12 +19 +25 +3.7 Jan +43 Jan 5.3 Jal 44. 
Switzerland +08 Q6 +14 +09 +19 ^— 73.5 a 3  ~28 Dec 39 Fel 26- 
United States +29 Q4 +14 +25  *35 ^ — +18 feb —6 * 43 Jan — 5.8 feb — 5.6. 
Euro area 413 0d 409 Lb. »2? + 0.7. Jan - 1.9 Dec 8.6 lan 8&1 


+% change at an annual rate. Trot seasonally adjusted. tNew series. 1 tNov-Jan; claima nt count rate 3.1% in Feb. 8EU harmonised rate 
8.7% in Feb. **Nov-Jan, new series 





Prices and wages 
% change on year ago 
The Economist poll 








Consumer prices consumer prices forecast Producer prices Wages/earnings 
NND" latest — year ago 2003 . 2004. latest year ago latest year ago 
Australia — — «30 Q +31 42.7 +29 +16 Q0 -07 +39 (04 *49 
Austria — + 17 Fb +19 +17 +15 +21 fe - 06 +22 Jan *25 
Belgium +17 fb +26 +13 +15 +121 Jan -16 +22 04 +31 
Britain +43.2 feb +10 +26 +25 +16 fe -02 +36 Xn +30 
Canada +45 Jn +13 +28 +23 +20 Jan -11  *18 Dec +37 
Denmark —  — £29 feb +25 +21  *19 +13 An +06 +39 Q *41 
Frane + 2.6 Rb *20 +25  *14 +21 Jan -11 +35 03 +42 
Germany — * 13 Fb «18 /— +10 — 0 +11 — +16 feb  -0.5 —*2.6 Jan *2.3 
Hay — —  — £26 feb +23 +23 +20 +25 Jan -12  *21 Dc +28 
Japan — — — -04 An - 14  -06  -05 -09 fel -26 05 Jn -27 
Netherlands + 2.7 Hb" 437 +25 +22 +43 3n -19 +30 An *43 
Spain +38 feb +31 +30 +27 +26 Jan +01 +38 03 +36 
Sweden — — £34 Fb +28 +22 +21  Z-02 Jn -05  *40 Dec *32 
Switzerland —— «0.9 Fb +06 +07 +10 mi feb - 15 + 2.52001 «*13 
United States «2.6 Jan +11 +22 *19 *35 fe -26 +32 feb «35 
Euoarea +24 Fb *25 +17 +16  s20 Jn -08 +34 Q0 + 3.2 
* Revised series. 
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-` Money and interest rates The Economist commodity price index 
1995=100 
Money supply* Interest rates % p.a. (Mar 19th 2003) . * change on 
Ye change onyearago  3-mth money market 2-year 10-year gov'tbonds corporate Mar Tath- Marga Bele’ pc 
Ll-Jfrow ^ broad —— i latest — yearago — gov'tbonds — latest — yearago — bonds ë gc —— 7 "Ice DES. ES 
Australia — - 97 +10.4 Jm 475 456 458 546 633 650 ire "Rem 
Britain — +62  *67 Rb — 359 3 409 ^à— 3 363 —— C 2 CENE ME LEE 387 774 k3 736 
Gmada +67  *49 hn 3.06 205 3 381 ^ 516 57] 682 PO H4 89 86 
Denmark — *74 «91 A — 275 — 370 28) 441 — 536 mwe Mi Door eo ER LAE 
Japan — —— *213 + 2.0 feb — 0.02 — 0.060 — 0.04  —— 0.71 445 984 erg focused eee D XU pl eee IO F 
Sweden zT. «43 x 3.37 4.12 3.69 4.70 5.56 4.18 DIL MENO NN ED ipd er 
Switzerland — 412.9 +87 feb 032 170 0.1 253 3.58 | 144 ^ iM LL DM S oous i oe der 
United States +3.8 — «6.3 Fe — 121 1.88 170 396 540 608 Sterling index 
furoareal — «9.8 — «74 Xn — 2.56 ^ 338 ^ 254 4&1] 543 476 Mütem E ree E 
“Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. téermany for bonds. Benchmarks: US 30-year 4.93%, Japan re i 
No.247 0.71%. Central bank rates: US fed funds 1.25%, ECB refinancing 2.50%, BOJ overnight call 0.001%, BOE repo 3.75%. Sources: All items INE: 92.000 94.7 o o 724 -10.1 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbörsen, UBS Warburg, Global insight, Westpac, Thomson Yen index 
Datastream., Rates cannot be construed as banks' offers. Allitems 96.3 96.8 cd. uu 2.4. 
Stockmarkets $peroz — 350.5 ^ 339.25 ^ - 16 415.6 
Market indices West Texas Intermediate 
th change on $ per barrel — 36.70 — 3147 — -1&6 4261 
2003 De record Dec 31st 2002 * Provisional. Í Non-food agriculturals, 
Mar 19th high low week high inlocal — in$ 
—— A a MNT alice RETE ea a tt gaa RR te ie, POO ILL CU MN 
Australia (All Ordinaries) — — 2,8147 — 3,049.6 — 2,673.3 — + 47 ^^ -182 ^ - 5.4 -04 - 
Austria (ATX) — — — 11387 1,1878 11202 * 17 — 734.4 —02 LOB. cO». 
Belgium (Bel 20) h—. — 1706.4 — 2,0741 — 1,426.60 ^— 119.6 -537 —— -15.7 -15.0 — 
Britain (FTSE 100 —— — à 3765.4 — 4009.5 3,2870 ^^ «146 ^  -457 ^ - 44  - 12 
Canada (Toronto Composite) — 6,453.5 — 6,837.3 6,228.6 + 3.6 ^ - 43.3 ~ 24 +40 
Denmark (KBX) — — ^ 1599 — 1732 145.0 —— «103 — 47.0 - 38 -30 
France (SBF 250) — — — 1,895.44 2,1448 — 1,630.41 — «16.3 ^  -568 ^ - 77  - 69 - 
(C40 — . 2,837.7  3,210.3 — 2,4030 (à «18.31 — — -59.0 —— - 7.4  - 65 — 
Germany (DAX) — —  — 2,615.2 — 3,157.3 — 2,2010 —— «187 ^  -676 -96 -88 
Italy (BC) — — ^— à 1 à 10397 ^ 11424 ^ 9594 ^ « B4 -524 — - 48  - 39. 
Japan (Nikkei 225) — — ^ 8,0510 — 87909 7,8624 +14 ^ -793 ^ - 62 - 69 
.. (Top) — / : 789.1 — 8654 — 7601 + 0.9 — -726 ^  - 64 -72 
Netherlands (AEX) — — 267.8 — 3371.3 — 2184 ^^ «226  -618 ^ -170 -163 
Spain (Madrid SE) — — —— 043.8 — $6838 ^^ 5768 ^ | *1.6 ^ -438 ^ * 15 25 
Sweden (Affarsvarlden Gen) 142.6 —— : 153.4 12758 —— «116 (0 -644  — - 18 -13 
Switzerland (Swiss Market) — 4261.8 — 4,965.3 — 3,675.44 ^ «160 -493  - B0  - B4 
United States (DJIA) — — — 8265.5 — 88426 7,524.1 + 9.4 —  -29.55 ^ - 09  - 0.9 
pitas Saati S&P 500) 874.0 — 9317 ^ 8007 «87 OCB 707 07 
EREA (NASDAQ Comp) 1,397.1 — 2,359.5 12715 +92 -723 +46 +46 
Europe (FTSE Eurotop 300)" — 791.2 890.8 6827 +159 -536 -77 -68 
Euro area (FISEEbloc100)* 661.2 757.2 ^ 5657 +169 -574 -8&0 -71 
World (MSCI)T 768.8 830.7 T108 +82 -469 na - 30 
World bond market (Salomon)? 529.4 551.7 518.6 -3.7 - 4.1 na + 0.8 


__. tin euro terms. fMorgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. — 
M -TSalomon Smith Barney World Government Bond Index, total return, in $ terms. 
Trade, exchange rates and budgets 





Trade balance’, $bn | Current account - . Exchange rate Currency units —  — Budget 
latest 12 $bn The Economist poll trade-weighted per per per per balance 
months latest 12 mths % of GDP, forecast 1990=100 $ £ euro . ¥100 % of GDP 
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aa Emerging-market indicators __ 


Overview 


Turkey's financial markets suffered as a war 
with Iraq loomed and the prospects of Ameri- 
can financial assistance receded again. 
American officials said that Turkey's pro- 
posed overflight rights for American planes 
in an Iraq war would not justify billions of 
dollars in aid. 


Brazil's consumer prices rose by 1.696 in 
February, the slowest monthly inflation rate 
in five months, Nonetheless, the country's 
central bank kept the benchmark interest 
rate steady at 26.5%. It is worried about the 
inflationary effects of high oil prices. 





The Economist March 22nd 2003 




































































Economy 
LLL change on year ago Latest 12 months, $bn Foreign 
GDP Industrial Consumer Trade Current reserves* 

production prices Dalance account $bn, latest 
China — *81 o% 198 fe — +02 fh — +23.9 Fb 417.4 2001 — 269.9 oq 
HongKong — — £50 M — -72 0 -16 Xn — -69 Jn «165 0 1137 fe 
India 1 759 %6 5e n LU Tur B oi >79 das. ce 003, 09e Te 
Indonesia — —— i48. 25 0I NO ES T sid +25.7 dm — *75 Bo o 311 X0. 
Malaysia + 5.6 o% +10 Jm +16 fe —— *139 Xn +66 0 365 Fb 
Philippines — — $58.90... 590 0. T 3I HE — 94 BO 9d P LL LA S, 
Singapore — — AL CLE, UNES +13.5 Jan *09 X» /——— $9.8 Jn «4187 M — B36 mb. 
South Korea t28 o P Mec *39 Rb .— +93 hb, £50 Ln _ M28 un 
Taiwan o (£42 a *85 Jen -15 Fe +16.2 hb +25.8 o 166.3 Feb 
Thailand + 6.1 Q4 +13.0 Jan + 1.9 Feb + 4,6 Jan + 8.0 Jan 38.9 Jan 
Argentina — — —101 03 /—— | +13.1 Jan  . 436.1 Feb — 4159 Jm — * [0 (9 9 WA. 
Brazil bo S cust * 2.8 Jn —  *159 Feb — 4150 Fb — -6.3 Xn — 38.6 Xm 
a E £: AE aL NDS pea 599 M en e 
Colombia 5 . 20 uq , 155 94 , (72 Ri. — me 15 0 . 9 
Mexico ceu pe c.r LA eee BO NA se M. AE e LIUM 
Peri ENEMIES: 103 0€. . MIT Mi - tB d uoto eL EE nur 9.3 Jen 
Venezuela -16.7 Qá -10.5 det +38.7 Feb +13.9 Q4 +76 04 8.6 Dec 
Egypt — —  *3.1 2002} -* 42 20?! * 3.0 De — - 7,8 Noy +01 ds &— 132 De 
Bee ooo o Lio qe nl Lig Dol X deines: -55 feb -21 w 234 fb 
South Africa — Á— £30 d ncc EL OE $39 Wn — JUS NS: 5.6 Jan 
Turkey 47.9 03 413.2 dan +27.0 Feb -15.7 Dec + 0.1 Nov 29.2 Jan 
Czech Republic — ^ 1.5 04 — — * 6.4 Jae — - 0.4 Feb —  - 2,3 Jan = $5 “o 24.4 feb 
Hungary — ———— £37 Q O +47 dan *4.5 Feb -30 Dec — -27 Xe 150 Feb 
Poland — «16 0  — *41 Fb +05 Fb —— -103 Xn  - 65 Xn 307 Fe. 
Russia * 4.3 Q3 + 6.5 Feb *14.8 Feb +48.2 Jan +30.3 03 49.3 feb 


*Excluding gold, except Singapore; IMF definition. tear ending June. tNew series. 
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Financial markets 
Currency units Interest rates — Stockmarkets o % change on 
| per$ perg short-term Mar 19th Dec 31st 2002 

Mar 19th yearago Mar 19th % p.a. one in local in $ 
week curren terms 
China 828 8.28 129 na  — 1531.0 ^ -03 + 83  * 83 
HongKong 7.80 7.80 — 122 134 ^ 9,586 +32 ^ - 17  - 18 
India —  — 5 47 /— 487 — 745 — 589  ; 312.2 — *04 — - 76  - 7.0 
Indonesia ^ — 9,088 9,892 — 14206 1223 3855 -05 - 93  -107 
Malaysia —  — 380 —— 3.80 — 594 — 310 — 625.9 — -02 — - 28  - 28 
Philippines — 55.0 —— 51.1 86.0 869 ^ 10205 ^  *20 ^ * 02  - 28 
Singapore — 17 183. 277 035 12850 .— x42 o - 4t  - &1 
South Korea — 1251 — 1,321 — 1956 497 5418 +19 - 137  -181 
Taiwan. 347 0390 54.3. 1190 o 1.015...  *&3 o AE o o» 
Thailand 43.0 43.4 67.2 1.73 361.1 42.5 + 13 + 1.6 
Argentina — 302 — 2.30 — 571 (Li EBENEN 564.6 —— *18 + 75 + 200 
Brazil 346. .234 SAT 2031 . . 11,0064 44,  — «5. 5 04 
Che — 173 68 1152 Q3 3264 Qo à 350572  — -02 — * 07  - 15 
Colombia — — : 2,956 — 2,282 4,620 —— | 7.84 — | 1,0173. ^ *0.4 — * 05  - 25 
Mexico — — 1089 &— 9.07 V0 D 4| ol ee. 60174 :36  —- 18 - 56 
FW. ee er ee 349 |. 3.46 — 9.55. | $83  )— 1,537.4 & —*?2  *108 3Á *114 
Venezuela 1,598 891 2,498 29.22 8,463.2 *3.5 + 5.6 - 8.4 
Egypt — — 75.1 463. 892 1003 56450 ^  -2.] o « 51  -14J 
Israel — — . £46 co BE o Ra o nd 6.03 0 3483 3^» 75  . + 48 * 45 
South Africa — 8.1 — 117 — 127 —— 1350 82921 — 467 - 106  - 58 
Turke 1,718,500 1,351,500 2,686,531 42.00 9,938.2 - 6.4 - 4.2 - 7.4 
Czech Republic — 29.8 — 35.4 —— 466 — 244 O GII $29 € 36 + 44 
Hungary — — 232 — 276 363 649 13973 — «427 — - $1  - 81 
Poland — — 408 — 410 — 637 O 622 — 138110  -00 ^ - 38  - 95 
Rusia —— 31.4 312 491 1800 ^ 3632 ^ -41  - 06  * 12 
EMF(MSCI): — 100 — 100 156 ma 2768 «26 na = 52 
EMBI+! 1.00 1.00 1.56 na 242.2 SE na + 58 


*Emerging Mkts Free. 13.9. Morgan Chase's Emerging Mkts Bond Index Pius. * In $ terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; J.P. Mor- 
gen Chase; Hong Kong Monetary Authority; Centre for Moritoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel: Standard Bank 
roup; Akbank; Deutsche Bank. 





Track and chart global stocks and indices, download tables, currency tools and more 
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'ocket World in Figures Pocket Accounting Pocket Internet and Viral marketing. Price £10.99 


- The 2003 edition of this annual = This titte aims to demystify = Pocket Internet provides Pocket Strategy 
World in best-seller has been completely rey, business and management serei | Valuable insight into how the zm This comprehensive 
Figures updated, revised and refreshed. accounting. There are clear, | Internet works, where it might authoritative ouide tentis 
* It contains rankings on more | SB concise definitions of all the € i lead us and why it matters. It Sissde dn T le tenses of 
than 200 topics in subject main terms and jargon used in .9* includes: an extensive A-Z of the A st ic ioni ches 
areas as wide-ranging as the international world of —' key terms, acronyms and to managing giosth, 


jeography, business, the environment, 
ociety, culture and crime. Price £10.99 


accountancy, from Above the line and 
Absorption costing to Working capital 
and Zero-based budgeting. Price £10.99 


jargon: essays on the origins of the 
Internet; the technology behind it and 
the way it is changing business and 
society. Price £10.99 





management consultants and 
a strategy for the environment. The A-Z 
section provides a handy reference tool 
for key terms and concepts. Price £10.99 
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today. Covering subjects as way companies are governed. terminology of the 
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difficult negotiations, how to 
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and even how to effectively 
seek a pay rise. The comprehensive A-Z 
section details all those subjects 





Pocket Director is a clear and 
lively guide to the subject of 
corporate governance. It is aimed at 
directors, managers and shareholders of 
every kind of business. Price £10.99 


diverse as the population, the 
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including stock market returns, bond 
returns and investment formulas. Price 








'ocket Asia Pocket Economist £10.09 relevant to the negotiator. Price £10.99 

Em | This well-established, highly Pocket Economist covers the "T Pocket MBA 
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prospect for growth, The A-Z section 
covers everything from Absolute 
advantage and Acid test, to Velocity of 


nature of advertising. There is 
an A-Z section defining marketing 
concepts and key terms, from Attributes 


MBA also contains diverse lists and 
includes information on the leading 
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POSCO Expects to Save 
$120 Million Each Year Using 
Oracle E-Business Suite 









(posco - 





The world's largest steel manufacturer 
processes 50,000 work orders a day 
using Oracle E-Business Suite. 

What do you use? 
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| 
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Copyright ©2002, Oracle. All rights reserved. Oracle is a registered trademark of Oracle Corporation and/or its affiliates, Other names may be trademarks of their respective owners, 
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Its not how many ideas you have. 
Its how many you make happen. 


Responsible for 20 separate public 
agencies that administer the nationa 
budget, the French Finance Ministry 
needed to develop a shared, state-of 
the-art IT system to bring new 
efficiency and clarity to the overall 
budgetary process, as mandated by a 
act of Parliament. | am the French Finance Ministry's idea 
delivered. With Accenture's help and a team of 200, the 
ministry has successfully designed and implemented ACCORD 
the government's most ambitious modernisation programme 
to date. Now connecting more than 5,000 users, the system is 
providing a single, accurate view of all budgets for the first 
time, and is speeding some processes by as much as 500%. 


To drive growth in its more than 300 
local operating companies, personal 
care and food products giant Unileve 
wanted more effectively to leverage 
management information in support 
of its Path to Growth commitments. 
| am Unilever's idea, delivered. 
Accenture took a pragmatic approach in realising Unilever's 
vision, drawing on innovative technologies to deliver a global 
data warehouse that integrates disparate data sources into a 
uniform tool for growth. Implemented on time and under 
budget, the system is now giving Unilever's managers around 
the world access to a single, consistent source of information 


As a global communications leader, 
Avaya wanted to accelerate market 
uptake of its cutting-edge solutions 
by providing superior product traininc 
to employees, customers and partners 
| am Avaya's idea, delivered. In one 
"s of the largest outsourcing engagement 
of its kind, Accenture is deploying web-based learning 
solutions in combination with traditional classroom training t 
transform Avaya University into a uniquely effective and cost 
efficient global learning network. Now offering courses to 
more than 50,000 students, the university has cut time to 
proficiency by as much as s 63% and G Supported the larges 
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8 A.M. STAFF MEETING 


I AM YOUR QUARTERLY 
REVENUE UPDATE 
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! 2 PM. CONFERENCE CALL 


AM YOUR 8: 15 PM. 
FLIGHT TO CHICAGO 


It's not how many ideas you have. It's how many you make 
happen. So whether it's your idea or Accenture's, well 


help youturn innovation into results. And we hold ourselves accenture 
accountable for that. See more at accenture.com 


Consulting * Technology * Outsourcing * Alliances Innovation detivered. 
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At LGT nothing is ordinary. % A 


y 
With over 80 years in private banking, we know à 
there is no such thing as a typical client or a 
standard financial solution. 


By analysing investments from different angles, 
coupled with an independent approach we have 
enriched the nest eggs of our clients. 


. + Confidentiality + Stability * Performance 
We e cal it the Liechtenstein Princely Service. 
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LGT Bank jechtenstei AG 


Hong Kong f reser tative Office 
Tel: +852 2523 0S0 

Fax: +852 2868 00€ 
Email: Igt.hk@lgt.co 
Singapore Represen 
Tel: +65 6415 3800 
Fax: +65 6327 4868 
Email: Igt.sg@lgt.com 
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WORLDWIDE EXPRESS 
THE PULSE OF BUSINESS 


‘Er 


ica protested as Iraq paraded 


Politics 


Thousands of troops of the 
American-led coalition 
swept into Iraq from Kuwait 
while missiles and bombs 
aimed at military and govern- 
ment targets rained down on 
Baghdad and other strategi- 
cally important cities in an at- 
tempt to "shock and awe" the 
Iraqi regime. America claimed 
precision targeting; Iraq 
claimed civilian losses. 


Rapid advances through the 
desert brought American 
tanks to within around 50 
miles of Baghdad to confront 
the bulk of Saddam Hussein's 
elite Republican Guard, dug 
in around the capital. Mean- 
while, other coalition forces 
encountered sporadic “pock- 
ets of resistance" from regular 
army and militia forces in 
towns along the route of ad- 
vance. Coalition forces suf- 
fered few casualties; many 
Iraqi combatants surrendered 
or abandoned the fight. Amer- 
ican and British dead number 
around 50. 


Umm Qasr, Iraq’s main port 
and a vital conduit for human- 
itarian aid, was secured after 
several days of guerrilla at- 
tacks by Iraqi forces. British 
troops surrounded Basra, 
Iraq’s second city but a hoped- 
for uprising by the local Shia 
Muslim population failed to 
materialise. Other coalition 
forces captured airfields in 
western Iraq and were air- 
lifted into Iraqi Kurdistan, 
north of Baghdad. 


Reports that Saddam had 
been killed in early air raids 
seemed false, but doubts were 
raised about the authenticity 
of television appearances of 
characteristic defiance. Amer- 
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and interviewed prisoners-of- 
war on television. 


Donald Rumsfeld, America’s 
secretary of defence, cau- 
tioned Americans that the war 
was nearer its beginning 
than its end. Meanwhile, 
President George Bush met 
Tony Blair, Britain’s prime 
minister, to discuss rebuilding 
post-war Iraq. Mr Blair urged a 
big role for the UN. 


The costs of war 

The Senate voted to halve 
George Bush’s proposed $726 
billion tax cut, which the 
House had earlier passed in 
full. The two chambers will 
now haggle over the differ- 
ences. Several moderate Re- 
publican senators sided with 
Democrats worried about the 
worsening fiscal outlook: Mr 
Bush has sent Congress a bill 
requesting an initial $75 bil- 
lion to pay for the war in Iraq. 


The Supreme Court heard ar- 
guments in an important dis- 
crimination case. If it 
overturns a Texan law ban- 
ning gay sex, it could open the 
way to gay adoption and gay 
marriage. 


Daniel Patrick Moynihan, a 
former Democratic senator for 
New York, who served four 
successive administrations, 
died. 


Oil-fired protest 

The Nigerian army attempted 
to quell ethnic fighting in the 
oil-rich Niger delta. Oil firms 
evacuated their staff and cut 
Nigeria's output by nearly 
40%. An uneasy truce failed to 
tempt oil companies to return. 


In the Central African Re- 
public, Francois Bozizé, the 
coup leader and self-pro- 
claimed president, appointed 
a prime minister who prom- 
ised to form a clean govern- 
ment for the country. 


Europe's "hard core"? 
Belgium suggested the cre- 
ation of a “hard core" of Euro- 
pean Union countries, starting 
with itself, France and Ger- 
many, to form a defence club 
distinct from NATO. The Bel- 
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gian implication was that Brit- 
ain is too close to America and 
would not be part of the new 
group. The idea is due for dis- 
cussion on April 29th. 


Fraud charges were filed in 
Belgium against Edith Cres- 
son, a French member of the 
European Commission in the 
late 1990s. 


Serb police arrested the dep- 
uty commander of a special 
police unit, Zvezdan Jova- 
novic, and charged him with 
murdering Zoran Djindjic, 
Serbia’s prime minister, on 
March 12th. Police claimed he 
was an extreme nationalist 
with connections to the crimi- 
nal underworld. 


In the Spanish region of Cat- 
alonia, the ruling Catalan- 
nationalist coalition, Conver- 
gence and Union, put forward 
plans to revise the region’s 
constitution, giving it far more 
self-government. 





T 
; | aeg, d 
In a referendum nearly 9096 of 
Slovenes voted for their coun- 
try to join the Eu, while 66% 
said yes to joining NATO. 


In Chechnya, nearly 90% of 
voters turned out for a referen- 
dum on a new constitution, 
and over 95% of these backed 
it. So official sources said. 


Boris Berezovsky, a Russian 
super-tycoon, was arrested 
and then freed on bail in Lon- 
don. The Russian authorities 
asked for his extradition, ac- 
cusing him of a fraud involv- 
ing the Logovaz car company 
to the tune of $1.9 billion. 


Opinion polls showed Ger- 
many’s chancellor, Gerhard 
Schróder, nine points ahead 
of the Christian Democrats' 
leader, Angela Merkel. Last 









November, not two months 
after he won re-election, he 
was ten behind. Why the 
change? Iraq, mostly. 


The North's cold shoulder 
North Korea cut one of its 
few contacts with the United 
States when it withdrew from 
regular talks with American 
officers at Panmunjom, on the 
border with South Korea. The 
North increased its military 
spending "to put all the peo- 
ple under arms and turn the 
whole country into a fortress", 
according to its finance minis- 
ter. Japan prepared to fire two 
satellites into orbit to keep a 
watch on North Korea. 


India and Pakistan both test- 
fired surface-to-surface mis- 
siles capable of delivering nu- 
clear weapons. The tests 
followed the killing of 24 Hin- 
dus by Islamic militants in In- 
dian-administered Kashmir. 


Guerrillas of the Moro Islamic 
Liberation Front, which seeks 
a separate Islamic state in the 
southern Philippines, at- 
tacked a predominantly Chris- 
tian village and killed five 


-. civilians. Five rebels were shot 


dead by the villagers. 


The number of deaths from 
SARS, atype of pneumonia 
that has spread from China, 
rose to more than 50 world- 
wide. Singapore closed its 
schools until April 6th after its 
first death from the disease. 


Down in the jungle 

A plane carrying three Ameri- 
cans crashed in jungle in Co- 
lombia. They had been 
searching for three other 
Americans taken hostage by 
FARC guerrillas six weeks ago 
after their plane had crashed 
while surveying drug crops. 


A second judge was murdered 
in ten days in Brazil, appar- 
ently by a criminal gang. 


In Cuba, a crackdown on op- 
ponents of President Fidel 
Castro's communist regime 
continued. Some 80 dissidents 
have been arrested. They 
stand accused of conspiring 
with the top American dip- 
lomat on the island. 
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Americans proved to be less 
than optimistic; consumer 
confidence fell to a near ten- 
year low in March. Tumbling 
oil prices and buoyant stock- — 
markets, which ushered in the 


start of a war in Iraq, proved - 


temporary. As the prospect of 
a long war loomed, oil prices 
rose and markets fell. 


America’s troubled airlines 
are suffering. Passenger num- 
bers have fallen by 10% since 
the start of the war, compared 
with a year ago, and bookings 
have declined alarmingly. 
British Airways also an- 
nounced that it was axing 
flights and speeding up job 
cuts because of the conflict in 
Iraq. 


The World Trade Organisation 
issued a preliminary ruling 
against America's steel tariffs, 
which were imposed last year. 
America said it would appeal 
against the decision. 


Package deals 

Deutsche Post bolstered its 
ambition to compete with the 
world's leading delivery com- 
panies with the acquisition of 
Airborne, America's third-larg- 
est freight company, for $1.1 
billion. Airborne will operate 
under the German postal 
giant's DHL Worldwide Ex- 
press brand. Investors feared 
that the deal would not de- 
liver, and that regulators 
might still block it in any case. 


Meanwhile, United Parcel 

Service (Ups), the world's 

. leading parcel-delivery ser- 

^. vice, dropped the string-tied 

- « parcel from its shield logo, to 

.. reflect the company's 

-> broadening role in delivering 
- supply-chain services. 


France Telecom ignored flag- 
ging stockmarkets and went 
ahead with a record-breaking 
€15 billion ($16 billion) rights 
issue. The French telecoms 
firm, 5696 state-owned, re- 
cently announced a loss of 


over €20 billion. It is languish- 


ing under a huge mountain of 
debt incurred buying over- 
priced assets in the telecoms 
boom. 


Light entertainment 
An American court ruled that 


Altria, the parent company of 


Philip Morris tobacco, must 
pay $7.1 billion in compensa- 
tion and $3 billion in punitive 


damages to puffers. A class-ac- 


tion suit brought by 1.1m 


smokers accused the tobacco 


giant of deceiving consumers 
into thinking that “light” ciga- 
rettes were less harmful than 
regular ones. An appeal was 
promised; more lawsuits are 
certain. 


Shares in Imperial Chemical 
Industries (1c1) plunged to a 
22-year low after the British 
paint and chemicals firm gave 
warning that its profits in the 
first quarter would be down 
by some 25%. More job losses 
will follow. 


HidroCantabrico, a big Span- 
ish utility, acquired a control- 
ling stake in Naturcorp, a 





smaller Spanish gas distribu- 
tor, through a bid valuing the 
company at €537m ($573m). 


Cable & Wireless got its 
hands on £1.5 billion ($2.4 bil- 
lion) in cash that it had set 
aside to cover possible tax li- 
abilities from its sale of a stake 
in One2One, a mobile-phone 
operator, to Deutsche Telekom 
in 1999. The British telecoms 
company agreed to pay the In- 
land Revenue £380m to cover 
outstanding liabilities for ten 
years from 1991. 


Goiden man 

John Thornton, often tipped to 
succeed Hank Paulson as head 
of Goldman Sachs, surprised 
his rivals with the announce- 
ment that he would step 
down from the investment 
bank in July. He will take up 
an academic post at a top Chi- 
nese university. Goldman also 
sacked Todd Christie, chief ex- 
ecutive of its specialist share- 
trading subsidiary, Spear 
Leeds. 


Sandy Weill, chief executive 
of Citigroup, declined the 
opportunity to represent small 
investors on the board of the 
New York Stock Exchange. 
He withdrew after the pro- 
posed appointment was at- 
tacked by Eliot Spitzer, New 
York state’s attorney-general. 


The world this week 


Mr Spitzer had led an investi- 
gation that resulted in Citi- 
group's investment-banking 
arm, Salomon Smith Barney, 
paying $400m to settle 
charges that it had misled in- 
vestors with overly upbeat 
equity research. 


Munich Re reported a profit. | 


of €1.1 billion ($1.0 billion) for - E 


2002, less than analysts had 
expected. The world's biggest 
reinsurer also said it expected 
to have to make large write- 
downs of the value of its 
shareholdings in the first quar- 
ter of 2003. 


Fiat sold its Toro Assicurazioni 
insurance arm to De Agostini, 
an Italian publishing com- 
pany, for €2.4 billion ($2.5 bil- 
lion). The money is earmarked 
to repay debt in an effort to re- 
vitalise Fiat's unprofitable car 
arm. Fiat Avio, the firm's aero- 
space division, may go next. 


An investigation by federal en- 
ergy regulators found wide- 
spread manipulation of 
natural gas and electricity 
prices and supplies in Califor- 
nia by Enron and five other 
energy companies in 2001. 
The findings entitle the state to 
a refund of over $3.3 billion. 
Other economic data and news 
can be found on pages 92-94 
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In the fog of war 


The regime has not collapsed at once. Apart from that, the war against Iraq is going well 


O WHO is winning? Much of 

the action in this war is in- 
visible to outsiders. On televi- 
sion the world has been able to 
witness the bombing of Bagh- 
dad and watch the reports filed 
by the groups of journalists who 
have been permitted to travel 
with a handful of advancing American and British units. But 
most of the serious action—large armoured sweeps through 
the desert, and the pounding from the air of the armoured di- 
visions of Saddam Hussein’s Republican Guard ranged 
around Baghdad-has taken place beyond the gaze of the cam- 
eras. All that can be said by assembling the evidence so far is 
that the war is following the expected pattern. America's over- 
whelming military power is bringing it rapid gains on the bat- 
tlefield. But the United States is deploying its soft power less 
successfully. The political divisions that prevented the Secu- 
rity Council from giving the war its blessing before it began are 
not lessening now that it is under way. 





What has gone right 

Where is the evidence of military success? The "decapitation" 
strike with which the war opened failed to kill Saddam Hus- 
sein or his senior lieutenants. By March 27th, however, seven 
days after the fighting began, the invasion forces had captured 
Iraq's southernmost port of Umm Qasr, secured Iraq's booby- 
trapped oilfields, invested Basra, the country's second city, 
and moved a powerful tank army to within 50 miles of Bagh- 
dad, the seat of the regime. The Americans have captured the 
main airbases in Iraq's western desert, from where the Iraqi 
dictator fired missiles at Israel in the last Gulf war, making it 
harder though not yet impossible for him to do so again. Not 
one Iraqi aircraft has taken to the sky. No big terrorist attack 
has taken place in America or Europe. Although Turkey has re- 
fused tolet America open a second land front against Iraq from 
its territory, sizeable American special forces have nonethe- 
less been airlifted into Iraqi Kurdistan, north of Baghdad. The 
coalition's casualties during this opening week have 
amounted to fewer than 50 dead or missing. On Wednesday, 
stray American bombs or missiles may have killed nearly a 
score of civilians in Baghdad. But for the most part, Iraq's civil- 
ian casualties in the war have been mercifully low. 

This satisfactory start has been obscured by much over-ex- 
citable armchair generalship from afar. Wild pessimists in 
Washington and London, and wild optimists in Paris, Moscow 
and Arab countries desperate to see the superpower stumble, 
have portrayed the ability of Mr Hussein's army to knock out a 
handful of armoured vehicles and helicopters as the Ameri- 
cans drove 200 miles into the centre of Iraq as evidence of the 
whole invasion plan going awry in the face of "staunch resis- 
tance". Reporters travelling with the fighting units have filed 
thrilling accounts of *fierce battles"—fierce battles in which, on 
closer inspection, half a dozen coalition soldiers, or often none 
at all, turn out to have been wounded or killed. American 
commanders dismiss speculation that they are failing to meet 


their timetable. But even if the campaign really has gone 
slower than planned, the delay probably owed more to rain 
and sandstorms than to the small raids Iraqi fighters have 
mounted against the American rear. 

So everything is going to plan in the best of all possible 
plans? Not quite. Against the military success has to be put 
what might be called a sociological disappointment. In the 
best of all possible plans, Iraqi soldiers would not have fought 
at all. Before the start of the war, it was not unreasonable to 
hope that the regime was loathed so much that the whole rot- 
ting edifice would shatter at the first heavy blow. Well, it has 
not happened. The first week has shown that plenty of Iragi 
soldiers are willing for now to put up some sort of fight. It is 
also a pity that after a week the oppressed Shia people of Basra 
had given hints but no definite sign of wanting to rise up again 
against the regime, as they did in 1991. Many of the war's op- 
ponents claim vindication. Instead of welcoming "liberation", 
are not the people of Iraq uniting behind their dictator to resist 
the foreign invader, just as the Russians did under Stalin? 

It is possible. People can loathe a regime but loathe an in- 
vader more. Yet there are few signs that most Iraqis feel this 
way. A simpler explanation for the non-rising of Basra could 
be that its people dare not show their feelings until American 
or British forces enter the city and prove that they are safe from 
the regime's reprisals. As for the resistance elsewhere, it was al- 
ways foreseen that scores of thousands of Saddam loyalists 
might be driven by fear of revenge at the hands of their own 
countrymen to fight for the survival of the regime. The sur- 
prise, perhaps, is that they are doing the fighting on the battle- 
field, and not simply waiting in the cities. Iragis who are not 
implicated in the crimes of the regime—those in uniform as 
well as civilians—may yet choose to turn on Saddam, or at 
least to stand aside and welcome the regime's collapse as the 
war progresses. Depending on the Americans' plan, this col- 
lapse might happen as the result of a particular military shock, 
such as the crushing of the Republican Guard divisions. Or it 
might come as the result of asphyxiation, once the Americans 
isolate the capital from the rest of the country. 


How it could end 

Even now, in other words, a collapse from within cannot be 
ruled out. But no responsible military plan can afford to take 
for granted the idea that the enemy will simply abandon the 
fight. And if the Iraqis do choose to fight on, a more violent 
phase of the conflict surely lies ahead. In the first week, Ameri- 
can armour bypassed the southern towns in order to thrust to- 
wards Baghdad. If the capital does not surrender, the Ameri- 
cans will at some point simply have to battle their way in. This 
will be perilous. Though outgunned, the Republican Guard di- 
visions arrayed around Baghdad are said to be well dug in. 
These units are the props of the regime. If they face defeat, Mr 
Hussein may choose not to capitulate butto deploy the poison 
gas he used to devastating effect against Iranian troops during 
the eight-year Iran-Iraq war. And once the Americans do enter 
Baghdad itself, heavy streetfighting has the potential to take a 
grisly toll of soldiers and civilians alike. 
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All in all, it is a grim prospect, but no reason to panic or 
change course. This newspaper argued in February that it 
should be no part of anyone’s argument for it that this war 
would be a pushover. So far, there has been no pushover. But 
by any normal standard the first week has gone well. 

The diplomacy is a different matter. The alliances rent by 
the pre-war diplomacy have not been knitted back together. 
Relations between America and Russia dipped to a new low 
after Mr Bush complained to Vladimir Putin about Russia’s 
sale of banned military technology to Iraq. America and Tur- 


Kurds, in Iraq and elsewhere 


They deserve a break 





key, strategic partners for half a century, have had their worst 
falling out in memory. Arab reaction is universally hostile: all 
but one member of the Arab League passed a resolution call- 
ing the war a violation of the UN charter and a threat to world 
peace. France is continuing to block American and British 
moves at the UN. Germany's foreign minister has given a pre- 
posterous warning to his parliament to expect “a series” of 
similar American-launched wars. When Saddam Hussein is 
gone, there will have to be what Tony Blair calls *a reckoning". 
But first America and Britain must win this war. m 


The Iraqi Kurds have had to trim their demands but they should still get as much as possible 


URKEY'S refusal to give 
America the full support it 
requested is bound to increase 
the importance of the Kurdish 
guerrilla forces in the war for 
northern Iraq. It may also raise 
the stakes in the minds of Iraqi 
i | Kurdish politicians. What re- 
ward will they expect atthe end of the war, and to what extent 
can these expectations be fulfilled? 

The self-rule that the 4m Kurds in northern Iraq have en- 
joyed since the end of the last Gulf war has given solid flesh to 
disembodied Kurdish aspirations. But since the Iraqi Kurds are 
surrounded by jumpy neighbours with their own Kurdish mi- 
norities, they know what can and can't be said. Their current 
demands are prudently limited to autonomy within the fed- 
eral structure of a new, democratic Iraq. A mild-sounding for- 
mula, perhaps, but one pitted with time-bombs. 

How loose, for instance, should the federal strands be? And 
will the Kurds make a bid for economic independence by seiz- 
ing the oilfields around Kirkuk and Mosul, now just outside 
their enclave? They have reassured the Americans that they 
will not, but Iraq's Kurds have always argued that Kirkuk fell 
within their fief: the Iraqi government, for equally obvious 
reasons, has never countenanced it. These are explosive ques- 
tions, even if the Iraqi Kurds do not demand a bolder degree of 
self-determination from the “new order”. 

The cliché about the Kurds, who number 24m-27m people 
(about half in Turkey), is that they are the world’s biggest state- 
less people. This probably gives the wrong impression: rela- 
tively few Kurds outside Iraq (and a radical movement in Tur- 
key) aspire to independence, though a great many aspire to 
developing their culture and building their institutions. 





A nation, or ethnic community? 

Nationhood was not even a cloudy aspiration until the allies, 
dismembering the Ottoman Empire after the first world war, 
delivered one of their flawed, false promises. At the Treaty of 
Sevres in 1920, the Kurds were told that if, in a year’s time, they 
elected for independence from Turkey, and the League of Na- 
tions backed them in this desire, they would get it. A defeated 
Turkey had been forced to accept this, but promptly made ful- 
filment impossible. Is America, as it looks ahead, reminding it- 
self of the cavalier, unsustainable rearrangements flung at the 


region by earlier victors? 

David McDowell, a knowledgeable and deeply sympa- 
thetic expert on the subject, questions in “A Modern History 
of the Kurds" the supposition that Kurds worldwide automati- 
cally constitute a “nation” rather than an “ethnic community”. 
The claim of common ancestry, he argues, is largely mythical, 
and Kurdish dialects, in the various host countries, are so dis- 
tinct that Kurds can barely be said to share a language. The 
Kurds in Turkey, Iran, Iraq or Syria are often more like their fel- 
low Turks, Iranians, Iraqis or Syrians than each other. Even the 
ethnic sense of identity, he argues, was born only after the first 
world war. In early times, the term “Kurd” meant nomad; it 
later became synonymous with brigandage, and still later 
with tribespeople who spoke the Kurdish language. 

Even in Iraq, the Kurds’ experience of running their own 
show is not encouraging. Though the region prospered com- 
pared with the rest of Iraq, partly because of the dues from 
smuggled oil, it was often turbulent. For most of the 12 years, 
the two Kurdish chieftains, Massoud Barzani and Jalal Tala- 
bani, battled with one another, often calling in temporary al- 
lies, from Saddam Hussein to the Iranians to the Turks. It was 
only in the past few months that a new unity prevailed. 

But whatever the divergences among Kurds, however quar- 
relsome some of their leaders, and however sly many of their 
alliances, the one incontestable fact is their oppression by host 
governments who, in unreasoned fear of irredentism, often 
ban their language and culture. Kurds, everywhere, deserve a 
break; maybe this war will open the way to one. 

Iraq, since the Baath took over in 1968, has differed from its 
neighbours in its treatment of the Kurds. It allowed sham lib- 
erty, in the name of sham autonomy, but oppressed its Kurds 
in ways that ranged from massive population transfers to war 
to genocide. The murder of perhaps as many as 150,000 peo- 
ple in the so-called Anfal operations in 1988 means that Iraq’s 
Kurds are unlikely to feel safe until they have cast-iron guaran- 
tees for running their own affairs—albeit linked to a new Iraqi 
government and sharing Kirkuk's wealth with other Iraqis. 

Although this is bound to inspire Kurds elsewhere to de- 
mand more for themselves, it does not mean, given the ques- 
tions about the strength of the links between Kurds and na- 
tionhood, a common rush to separatism. In any event, the fact 
that Kurds every where cannot have, or may not want to have, 
the same degree of autonomy, is no reason for denying it to the 
survivors of the Anfal massacres. m 





Congo's war 





Turning machetes back into farm tools 


Spare a thought for another, much bloodier conflict 


ROM your sofa, you can 
srr watch the Iraqi conflict un- 
= . fold, in real time, through the 
“> eyes of hundreds of reporters 
"embedded" in allied units or 
. holed up in Baghdad. The televi- 
|! sion footage of Congo's war is 
T | less gripping, because there isn't 
any. According to one intocined guess, this forgotten inferno 
has claimed 3.5m lives since 1998, though there is no accurate 
count of the bodies, not even to the nearest million. Despite 
the scale of this carnage, Congo receives little attention be- 
cause it poses no threat to rich countries, nor indeed to anyone 
outside central Africa. 

On the rare occasions when outsiders do consider Congo, 
they tend to assume that it is beyond help. Its war is too com- 
plicated. At various points, six other African countries have 
sent substantial forces to attack or defend the Congolese gov- 
ernment. In the chaos, countless rebel groups and tribal mili- 
tias are slaughtering peasants and stealing their goats. The 
country is vast (five times bigger than Iraq), thickly forested, 
barely governed and practically roadless. All parties to the war 
are looting Congo’s minerals, which gives them a reason to 
stay embroiled. Some also have legitimate security concerns. 
Rwanda, for instance, has good cause to fear the veterans of 
the genocide of 1994, some of whom are hiding in eastern 
Congo. The task of restoring peace and putting Congo back to- 
gether again seems quite impossible. 

Yet progress has been made, particularly in the past year. 
Thanks in part to South Africa’s tireless diplomacy, the main 
combatants have been pushed into signing a series of pacts, 
and most foreign troops have withdrawn from Congo. A time- 





World trade 


Deadlocked in Doha 


table has been drawn up for the installation of a transitional 
government, and eventually for elections. The chief stum- 
bling block is that the eastern quarter of the country remains 
utterly chaotic and wholly outside the central government's 
control (see page 41). 

A UN peacekeeping force in eastern Congo has proven inef- 
fectual. It has only 4,300 troops, who spend much of their time 
guarding UN compounds, and tend to steer clear of places 
where fighting has erupted. As a result, tribal militias whose 
only weapons of mass destruction may be machetes and a 
few old guns have been able to massacre with impunity. 

A proposal currently being considered is for Congo to invite 
the Angolan army to police its wild north-east, with UN ac- 
quiescence, but outside the UN's control. The relatively well- 
equipped, disciplined and battle-hardened Angolans might 
use more robust methods to suppress the worst of the militias. 
This might improve matters for a time, but the Angolans are 
hardly a neutral force, having fought to defend the Congolese 
government against Rwanda and Uganda. A better idea would 
be to beef up the uN force, and give it clear orders, and an even 
wider mandate, to stop civilians from being slaughtered. 

Theuwisjustifiably wary of getting sucked into the Congo- 
lese maelstrom, but its inaction has unacceptable human 
costs. Recent history shows that the governments with troops 
in Congo can be swayed through diplomacy. Rwanda and 
Uganda, for example, both depend on foreign aid: this should 
be cut if they go back to war. Rag-tag bandits, however, can be 
kept from running amok only by the threat of force. In Cóte 
d'Ivoire, a few French soldiers with orders to shoot to kill have 
curbed mayhem in the half of the country they protect. A 
larger and more serious UN force in Congo could force the mi- 
litiamen to turn their machetes back into farming tools. = 


The Doha round of trade talks is in deep trouble—thanks mainly to the European Union 


ISSED deadlines are a 
hardy perennial of world 
trade talks. The Doha round, 
launched in November 2001, is 
no exception: a deadline of 
z end-2002 for agreement on the 
compulsory licensing of pat- 
ented drugs has already passed. 
So the failure of trade negotiators to agree by March 31st on 
how to cut trade-distorting farm subsidies seems almost rou- 
tine. After all, say the optimists, the real deadline is a ministe- 
rial meeting in Cancun, Mexico, in September. Even then, the 
round is not due to finish until January 2005, and all trade 
rounds endin a flurry of last-minute bargaining. 
Yet it would be a mistake to be sanguine about the pros- 
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pects for Doha. The launch of the round took compromise on 
all sides, which is why a first attempt in Seattle in 1999 came 
notoriously unstuck. The Doha deal was struck in the wake of 
September 11th 2001; the Americans successfully pressed 
other countries to see support for the World Trade Organisa- 
tion (wTo) and further trade liberalisation as, in effect, part of 
the response to global terrorism. Today’s background of bitter 
divisions over war with Iraq could hardly be more different. 
Besides, the round's troubles concern more than just 
missed deadlines (see page 59). Almost no progress has been 
made since it began, for one big reason. Although the Doha 
agenda is broad, embracing industrial tariffs, services, anti- 
dumping rules and so on, one issue lies at its heart: agriculture. 
Developing countries feel that they were short-changed in the 
previous Uruguay round, and are determined not to let it hap- » 
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> pen again. Their priority is farm-trade liberalisation. But rich 
countries are not ready to cut subsidies to farmers. 

America is at best hypocritical over this: the monstrous 
farm bill signed by George Bush last May raised subsidies to 
farmers by 80%. But the Americans have since proposed to cut 
all farm subsidies to no more than 5% of the value of produc- 
tion, and to abolish all export subsidies. Japan has, as usual, 
been wholly unhelpful: unbelievably, it has proposed in the 
Doha talks to reduce its already tiny quota on imported rice. 
But the real villain of the piece is the European Union, which 
has failed to produce any serious proposals to reform its dis- 
graceful common agricultural policy (CAP). 

The European Commission, with support from such coun- 
tries as Britain and the Netherlands, is doing its best. But last 
October the French president, Jacques Chirac, made a deal 
with the German chancellor, Gerhard Schröder, to keep CAP 
spending broadly unchanged until 2013. The French interpret 
this as putting off substantial CAP reform. France has resisted 
efforts to reopen the deal, even though the commission has 
suggested ways of redirecting CAP spending to less trade-dis- 
torting subsidies paid direct to farmers. 

If agriculture is blocked, could Doha go ahead with the rest 


Biotechnology 
Saving the world in comfort 


of its agenda and exclude farm trade? No. Developing coun- 
tries have rightly made clear that, if there is no farm-trade lib- 
eralisation, there can be no round. So might the Doha deadline 
be extended? Probably, yes: the Uruguay round overran by 
three years, until final agreement was reached in April 1994. 
But France wants to retain the CAP unreformed until 2013. 
There is no way the Doha round could be prolonged that far 
without the entire system falling into disrepute. 


Capping the damage 

The fall-out from a Doha failure would be immense. Bilateral 
disputes that are now on hold, such as America’s tax regime 
for exports or the Eu’s ban on imports of genetically modified 
food, would return. The quarrel over America’s steel tariffs 
(ruled illegal this week by the wTo) could worsen. America 
could lose faith in the multilateral wTo altogether, and switch 
its attention wholly to trade-diverting bilateral or regional 
trade deals. That would seriously damage the health of the 
world economy, and especially that of its biggest exporter: the 
EU. Even Mr Chirac might balk at the colossal price that would 
mean paying—and all for the sake of a few coddled farmers, 
who make up less than 3% of the Eu’s population. m 


Applying biotechnology to industry could reduce both costs and pollution 


HEN enthusiasts talk of 

sustainable development, 
the eyes of most people glaze 
over. There is a whiff of sack- 
cloth and ashes about their ar- 
guments, which usually depend 
on people giving up the com- 
forts of a modern economy to 
achieve some debatable greater good. Yet there is a serious 
point at issue. Modern industry pollutes, and it also seems to 
cause significant changes to the climate. What is needed is an 
industry that delivers the benefits without the costs. And the 
glimmerings of just such an industry can now be discerned. 

That industry is based on biotechnology. At the moment, 
biotech's main uses are in medicine and agriculture. But its 
biggest long-term impact may be industrial (see our survey in 
this issue). Here, it will diminish demand for oil by taking the 
cheapest raw materials imaginable, carbon dioxide and wa- 
ter, and using them to make fuel and plastics. 

Fermenting sugar into ethanolis an art as old as the ancient 
Egyptians; the enzymes used are slow and steady ones pro- 
vided by nature. Not for much longer. It is now possible to 
create enzymes that work thousands of times faster than their 
natural counterparts. These should turn the manufacture of 
ethanolasa petrol additive from a subsidised boondoggle into 
an industry that can pay its way. Biotechnologists are also 
working on enzymes that can digest cellulose—the tough, fi- 
brous plant material referred to dismissively as “biomass” and 
thought fit merely to be burned. Turning biomass into fer- 
mentable sugars really would give petrol a run for its money. 

The plastics industry, too, may be transformed by biotech- 
nology. This year, plastics made entirely by bacteria that have 





had their metabolic pathways redesigned will go on sale. And 
that is just the start. Soon, plastics may be grown on farms, in 
genetically engineered plants, rather than being manufac- 
tured in huge, centralised industrial plants. 

Plastics and fuels made in this way would have several ad- 
vantages. They could accurately be called “renewables”, since 
nothing is depleted to make them. They would be part of the 
natural carbon cycle, borrowing that element from the atmo- 
sphere for a few months, and returning it when they were 
burned or dumped. That means they could not possibly con- 
tribute to global warming. And they would be environmen- 
tally friendly in other ways. Bioplastics are biodegradable, 
since bacteria understand their chemistry and can therefore 
digest them. Biofuels, while not quite “zero emission” from the 
exhaust pipe (though a lot cleaner than petrol and diesel), 
would be cleaner overall even than the fuel-cell technology 
now being touted as an alternative to the internal-combustion 
engine. Thatis because making the hydrogen that fuel cells use 
is not an environmentally friendly process, and never will be— 
unless it, too, uses biotechnology. 

All this will, in the end, depend on costs. But these do not 
look unfavourable. Already, the price of bioplastics overlaps 
the top end of the petroleum-based plastics market. Bulk pro- 
duction should bring prices down, particularly when the raw 
materials are free. Meanwhile, ethanol would be a lot easier to 
introduce than fuel cells. Existing engines will run on it with 
minor tweaking, so there is no need to change the way cars are 
made. And since, unlike hydrogen, it is a liquid, the fuel-distri- 
bution infrastructure would not need radical change. 

The future could be green in ways that traditional environ- 
mentalists had not expected. Whether they will embrace that 
possibility, or stick to sack-cloth, remains to be seen. m 
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As a business leader in family enterprise you face distinct 
challenges in the global marketplace. The ISB-Wharton 
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Hollow victory? 


SIR - "Victory" in Iraq will be 
no victory in the war on ter- 
rorism (“What kind of vic- 
tory?", March 22nd). The real 
war is for the hearts and 
minds of people around the 
world, and President George 
Bush is losing this in spectacu- 
lar fashion. Admiration for 
America derives from a belief 
in its benevolence and rela- 
tively benign use of super- 
power status. In two years, Mr 
Bush has successfully pro- 
jected an image of America as 
a selfish place where might 
makes right and the rich get 
richer. If Mr Bush's vision re- 
places the America I thought I 
knew it will be a diminished 
nation indeed, both locally 
and globally. 

WILLIAM LOVEJOY 

Ann Arbor, Michigan 


SIR - You say of the sectarian 
differences in Iraq that “build- 
ing democracy on such foun- 
dations will take delicacy and 
patience." I quite agree and if I 
thought the current American 
administration is capable of 
either I should not have been 
so vehement in my opposition 
to a war. 

PHILIP CRESSWELL 


Oxford 


SIR - I continue to be con- 
fused by the claims of "failed 
diplomacy" by those who crit- 
icise Mr Bush's doctrine of 
pre-emption. If there was a 
failure, it was during the first 
Gulf war when George Bush 
senior listened to Colin Powell 
and failed to destroy Saddam 
Hussein's military capability. 
Soft-headedness in American 
foreign policy continued 
through the Clinton years and 
even into the first year of the 
current administration until 
Mr Bush was convinced of the 
folly of appeasement. 

The world should know by 
now that tyrants simply will 
not be appeased nor will they 
be bought off with kind 
words. If there is failed di- 
plomacy it is from those na- 
tions who believe they can 
safely ride the back of the ter- 
rorist tiger. 

WAYNE WRIGHT 
San Antonio, Texas 


SIR - A regime that systemati- 
cally and brutally violates 
individual rights has no moral 
right to exist. Any legitimate 
government that protects 
individual rights is morally 
entitled to depose it. War kills 
innocents but they are victims 
of the tyranny, not of the 
country that removes it. 
America is not duty-bound 
to liberate every oppressed na- 
tion. However, by deposing a 
dangerous tyranny it not only 
fulfils its duty to protect its citi- 
zens but also liberates the op- 
pressed. Hence, a country that 
allows anti-war slogans, UN 
power-plays and claims that 
"itis all America's fault" to 
hold its hand against a threat- 
ening tyrant fails in its duty to 
protect the lives and liberties 
of its citizens. 
JOHN DAWSON 
Melbourne 


Bad neighbours 


SIR - Intrigued by your Goo- 
gle searches on “anti-Euro- 
peanism in America" (401 
hits), and “anti-Americanism 
in Europe" (22,300 hits), I ran 
the searches for both Canada 
and Mexico (Lexington, March 
ist). “Anti-Americanism in 
Canada” yields 9,310 hits with 
5,650 hits for “anti-American- 
ism in Mexico”. The searches 
in reverse give 56 anti-Cana- 
dianism hits and a resounding 
eight hits for anti-Mexicanism. 
This translates to expressed 
anti-American sentiments ten 
times greater per head in Can- 
ada than in Europe. Having 
lived in both Mexico and Can- 
ada, I can tell this to our Euro- 
pean friends. If you think it is 
tough putting up with Amer- 
ica from across the Atlantic, 
you should try living next 
door to it. 

TODD STEPHENSON 

Victoria, Canada 


Uncharitable 


SIR - In your article on al- 
Qaeda and the money it gets 
from Islamic charities, David 
Aufhauser of the United 
States Treasury says that the 
problem arises because these 
organisations have networks 


that reach out to the world's 
"breeding-grounds for terro- 
rists" (“The iceberg beneath 
the charity”, March 15th). After 
legal action against some Is- 
lamic charities, America has 
frozen the assets of others, in- 
cluding two of the biggest in 
the country. 

A British reader is bound to 
ask where were the likes of Mr 
Aufhauser in the days when 
Noraid was actively funding 
the IRA? Even now, its website 
describes Noraid as “a non- 
profit American organisation 
that provides...financial assis- 
tance to the families of those 
imprisoned or killed for their 
political beliefs" but links the 
visitor to a “historic Sinn Fein 
declaration" which includes 
the following: "We uphold the 
historic right of the Irish peo- 
ple to use whatever degree of 
controlled and disciplined 
force is necessary in resisting 
English aggression and bring- 
ing about an English with- 
drawal from our country for 
ever." 

OLIVER MILES 
Oxford 


Derivative argument 


SIR - Warren Buffett suggests 
that derivatives are so com- 
plex, and are based on out- 
comes so distant, that parties 
on both sides of the same 
bet-in reality, a zero-sum 
game-are able to book a no- 
tional profit (^Off target", 
March 15th). That in turn 
means bumper bonuses today 
and who cares about the 
chickens that will take five or 
ten years to come home to 
roost? Might not that be the 
main reason why derivatives 
have grown from nothing to a 
$128 trillion industry in the 
space of a generation rather 
than the supposed usefulness 
you claim for them? 

PATRICK HOSKING 

London 


SIR - While Mr Buffett un- 
doubtedly has a point about 
the current problems in deriv- 
atives accounting, his inflam- 
matory rhetoric does a dis- 
service to derivatives in 
general. He forgets that deriv- 
atives, like all technologies, 
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are only as dangerous as the 
people who create and use 
them. Perhaps a screening of 
“Dr Strangelove” is in order at 
the next Berkshire Hathaway 
annual meeting. 

JOHN MATOUK 

Miami Beach, Florida 


The greater good 


SIR - Your article on punish- 
ment has implications for the 
present international situation 
and gun control (“Pro bono 
publico”, March 15th). If the 
structure of society is depen- 
dent on “altruistic punish- 
ment”, then perhaps the 
evolution of international 
society may be too. So “unilat- 
eralism” takes on a different 
meaning. In the likely event of 
regime change in Iraq, and a 
lifting of sanctions, America 
will have acted altruistically 
in favour of, among others, To- 
talFinaElf and French drivers. 
Alternatively, if a farmer in 
England defends his home 
with a shotgun, he goes to jail. 
But, in traumatising the sur- 
viving burglar to the extent 
that he can no longer pursue 
his trade, he has acted altruis- 
tically. Interviews in Ameri- 
can prisons show that there is 
nothing more feared by pro- 
fessionals than a fearful, an- 
gry and armed homeowner. 
CHARLES WARREN 
San Francisco 


Unknown quantities 


SIR - Can you please define 
some of your quantitative 
terms? How big is a “raft” 
(“Gerhard Schróder's last 
chance", February 8th) and 
how many of them are there 
in a “swathe” (“Give a dog a 
bad name", February 22nd)? 
How many "tads" (^A last, last 
chance", March 8th) make a 
“slew” (“A [going] private mat- 
ter”, March 22nd)? 

ROBERT TYRRELL 

Bettona, Italy m 


Letters are welcome and should be 
addressed to the Editor at 

The Economist, 25 St James's 
Street, London SW1A 1HG. 

Fax: 020 7839 2968 

E-mail: letters@economist.com 


Britain's a diverse, 
fast-changing society. 
My poems reflect that. 
And so does the 
British Council. 


Benjamin Zephaniah 
Performance poet 


INTERNATIONAL MANAGEMENT OPPORTUNITIES 


As the UK's international organisation for educational and 
cultural relations, one of our activities includes working 
with artists, such as Benjamin Zephaniah, to build firm 
links with countries throughout the world based on mutual 
understanding. Now we need more high-calibre people 
who may become our senior managers of the future. 


As part of our management team, you will go to one 
of our international offices in Malaysia, Nigeria, Brazil, 
Jordan, Russia or Kazakhstan, and make a major 
contribution to its operational direction. You will 
develop local contacts, guide your team members 
and give strategic leadership — to promote UK culture 
and education. 


You should be a dynamic individual with managertal 
flair and have a successful track record overseas or in 
an international context. You will also be innovative, 
far-sighted, flexible and open-minded. 


@@ BRITISH 
@@ COUNCIL 
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Does that sound like you? If so, in the first instance, 
please apply online at www.capitaras.co.uk Alternatively 
for further details and an application pack, please 
contact Capita RAS, Innovation Court, New Street, 
Basingstoke, Hampshire RG21 7JB, or telephone 

01325 745170 (24 hours). Please quote reference B7022. 
Closing date for applications is 17 April 2003. 


Please see www.britishcouncil.org/work.jobs.htm for 
other vacancies. 


The British Council is committed to a policy of equal opportunity and 
is keen to reflect the diversity of UK society at every level within the 
organisation. We welcome applications from all sections of the 
community. We guarantee an interview to disabled candidates who 
meet the essential criteria. Applicants who do not read standard text 
should state preferred format for application pack: large print, Braille, 
computer disk or audio tape 


The United Kingdom's international organisation for educational 
opportunities and cultural relations. We are registered in England as a cha 


CAPITA RÁS 


www.britishcouncil.org www.capitaras.co.t 
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^? Executive Focus 


OPEN POSITION: 


| 
| 
| 
: 


DIRECTOR GENERAL, 
THE WORLDFISH CENTER 


=o À W^ 


Headquartered in new facilities in Penang. Malaysia, 
the WorldFish Center seeks a Director General to 
lead the further development of the Center's strong 
profile in the sustainable development and use of 
living aquatic resources. The WorldFish Center's 
mission is to contribute to food security and poverty 
eradication in developing countries through 
research, partnership, capacity building and policy 
support 


Qualifications include: 


> Strong visionary and strategic leadership, 
with a proven record of research management; 

> High academic qualifications and work 
experience in fields related to fisheries, 
aquaculture and/or aquatic systems 
management, and a broad understanding of 
associated global issues, preferably with 
reference to developing countries; 
Effective and persuasive communication skills 
in English (skills in other languages desirable); 
Strong abilities in resource mobilization and in 
building networks and partnerships will be an 
advantage. 


Salary and benefits are internationally competitive. 
The WorldFish Center is an autonomous, non-profit 
research institute supported by the Consultative 
Group on International Agricultural Research 
(CGIAR). More information on the Center is available 
at the website, http://www.WorldFishCenter.org. 


Applicants should send a letter of application 
summarizing the relevance of their experience to the 
WorldFish Center's needs, a full CV and the names of 
three references with telephone/FAX numbers and 
email addresses to: 


Dr. Paramjit Sachdeva, 
email: PSSachdeva@aol.com, 
telephone (1-703) 242 8892. 


All applications will be treated confidentially; they 
should be received no later than May 31, 2003. The 
position is expected to be available in March 2004. 


The WorldFish Center is an international and equal 
opportunity organization and believes that diversity 
of staff contributes to its excellence. Applications 
from female and developing country professionals are 
especially encouraged. 


EEE i 


.Siat. 


An Investment Company in Tropical Agriculture with Head 
Office in Brussels and Specialized in the Cultivation of Oil 
Palm, the Production of Palm Oil and its Refining and 
Fractionation into apace lity Oils and Fats. We are 
recruiting for our subsidiary Presco Pic in Nigeria a (m/f): 


Presco Pic is a fully integrated agro-industrial complex 
and the market leader in the production of ny oil 
and its derivates. 


Your position: * Overall in 
the company * Work dosely 


* University HEN. in j UE istrie j 
Hal ake or equivalent * m d bici 
| at management level * Age bracket: 33 — 50 max 


We offer a challenging job, tent remuneration and 
good prospects in a dynamic international company. 
Interested? Post your letter of application and CV to 
our head office, att. Human Resources Manager, sa Siat nv, 
Schilderachtige Dreef 81, 1180 Brussels, Belgium 

or e-mail to: info@siat.be or websites: www.siat.be 
www.presco-pic.com Confidentiality is warranted 


The Inter-American Development Bank, the largesi 
regional multilateral development institution, based in Washington, DC, is now 


reviewing candidates for the position of 


AGRICULTURAL SPECIALIST 


Principal Functions: 


Within the Environmental and Natural Resources Management Division will be 
responsible tor: 


e Identitying, preparing, analyzing, monitoring and evaluating agricultural 
rural development and natural resources operations 

e Conducting studies at a national or regional level in the development of the 
agricultural and rural sectors and prepare strategies for Bank's intervention, 
Monitoring the trends of agricultural and rural sector variables by analyzing 
trends and policies, participating in teams working in the identification, 
preparation and analysis of agricultural, rural development and natural 
resources operations 


* Monitor and evaluate Bank's operations together with country offices staff 


Selected Candidates’ Profile: 


¢ Hold a Masters degree (PhD. Preferred) in Economics or agricultural economics 

* Six to eight years of relevant experience in agricultural development, 
agricultural policy analysis and management of renewable natural resources 
in developing countries, with particular emphasis in Latin America and the 
Caribbean. Two to three years should be at the international level. Previous 
experience al multilateral organizations of international cooperation 
organizations preterred 

* Have excellent oral and written communications skills in English and Spanish 


Interested candidates are invited to visit the IDB website and refer to Vacancy 
Announcement No. 03/19 for further information and application procedures. 


http://www.iadb.org 
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c n ai bi AERC established i n 988, d a pub ic not- To rft 
ion devoted is advanced economic policy research and graduate 
ics 


DIRE T R OF RESEARCH 

The Director of Research manages the Research Division and provides overall 
intellectual leadership to the research programme. Reporting to the Executive 
Directo r he/she works wilh the AERC Network of economists and policyn makers 
lo ensure & that the research agenda addresses cutting-edge issues in economic 
policy research for Africa. 


DIRECTOR OF TRAINING 


The Director of Training manages the Training Division and provides overall 
intellectual le sadership to taining programmes at the Masters and Doctoral levels. 
Reporting to the Executive Director he/she works with the AERC Network 

of economists and policymakers and maintains close links with universities in 

Sub-Saharan Africa. 





Candidates for either position should have a PhD in economics and a strong track 
record in research and/or oraduate teaching with relevant Poi Rd experience 
in Sub-Saharan Africa. For more information and job descriptions visit the AERC 
Website: www.aercafrica.org 


AERC offers an internat orally competitive compensation package. Send full CV in 
English, in confidence, with a cover letter indicating clearly which position you are 
applying for to reach he search Committee by 26 April 2003 by e-mail to 
AERC.search@sympatico.ca 


We wil notify only short isted candidates. 





Executive Director 
Centre for Analytical Finance 


The Indian School of Business invites applications for the position of Executive 
Director of the Centre for Analytical Finance, which is one among the six Centres 
of Excellence around which the ISB is built. 


This position calls for providing strategic and organisational leadership to build 
the Centre into a pre-eminent hub for cutting-edge research in finance, particularly 
focused on emerging economies. 


The successful candidate will be dynamic, creative, and entrepreneurial; able to 
articulate and implement the vision for the Centre; comfortable and successful in 
interacting with representatives of all sectors, at the local, national, and international 
levels, A thorough understanding of financial markets and institutions; experience 
in launching and building a start-up; a successful track record in establishing partnerships 
and fund-raising; and an understanding of emerging markets is essential. Experience 
in managing large databases would be useful. MBA or Ph.D. strongly preferred. 


Centre for Analytical Finance 


The objective of the Centre is to produce and disseminate cutting-edge research, 
create new data sets, and develop new teaching materials in the. | 

area of finance for the school's MBA, Executive Education and. 
Doctoral programmes. The special focus of the Centre will be to 
study ways to improve access to finance and risk management 
tools for underserved markets, especially 
(bur not exclusively) those m 
in emerging economies. 
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Bolivia - Chief Technical Adviser ~ Environmental Programme 
Nepal - Chief Technical Adviser — Natural Resource Mandgémenk. 
Mozambique * Advisers — Agricultural Research 











Mercuri Urval 





E^ 





Indian School of Business, Hyderabad, India 


The Indian School of Business (ISB), is a research-oriented international business 
school, funded by private cotporations and individuals. We have formal affiliations 
with the Kellogg School of Management, The Wharton School. and London 
Business School. We offer a one-year Post Graduate Programme (equivalent to an 
MBA), and open enrolment and customised Executive Education Programmes. 


E —————— ——— B DTE Rma aa n maaa RT : 


The ISB offers excellent academic and research facilities at its sprawling 250 acre - 
campus in the vibrant city of Hyderabad, the emerging Silicon valley of India. 
The ISB is an equal opportunity employer, and aims to create a pool of faculty and 
management staff thar is diverse in nationality and gender. We offer a highly 
competitive compensation package. 


Applications may be forwarded in confidence to ed_finance@isb.edu or mailed 
to Savita Mahajan, Director, Office of the Dean, ISB Campus, Gachibowli, 
Hyderabad - 500 019, India. 


Last date for receiving the application: 30th April, 2003. 


www.isb.edu 
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mt Special report War in Iraq 


Off with his head 


A week into the war, the world awaits the battle of Baghdad 


r LOOKED like a whimper, but the mod- 
est salvo that opened the second Gulf 
war can, with only a little hindsight, be 
seen as a sort of précis of the bang that has 
followed. The opportunistic attempt to kill 
Saddam Hussein, and perhaps obviate a 
full-blown war, seems to have failed. Soon 
afterwards came a headlong American 
drive to Baghdad, whose aim is to decapi- 
tate Mr Hussein’s regime rather than (or as 
well as) the despot himself. Like the assas- 
sination attempt, the ongoing campaign 
has been distinguished by the efforts of 
the American-led coalition to spare, even 
succour, most Iraqis, while striking at their 
rulersin and around the Iraqi capital. 

“Operation Iraqi Freedom”, as the Pen- 
tagon has christened this singular war, is 
the most intimately reported conflict in 
history. But all those embedded journal- 
ists have created a fog of information that 
can obscure the whole. And all things con- 
sidered—including the brevity of the war 
so far—the whole is going rather well. The 
American thrust up the Euphrates valley 
has advanced at an extraordinary rate, 
which the German architects of Blitzkrieg 
would have admired. The spearhead of 
America’s Third Infantry Division has ad- 
vanced to within around 50 miles (80km) 
of Baghdad. Vital bridges over the Euphra- 
tes at the town of Nasiriya have been 
seized. American marines are also ap- 
proaching Baghdad a little way to the east, 
in the direction of Kut. 


To sustain the pace of this advance, co- 
alition forces have intentionally and un- 
usually bypassed what have become eu- 
phemistically known as “pockets of 
resistance”. As General Tommy Franks, the 
war's overall commander, puts it, “some 
terrific firefights” have erupted behind the 
point of the spear, some in places that 
were thought to have been subdued. Local 
Baathists, the Fedayeen of Saddam, other 
militia groups, and some regular troops 
have engaged coalition troops at Nasiriya, 
Najaf and elsewhere. Technologically infe- 
rior, they have employed age-old, often 
dishonourable tactics: disguise, fake sur- 
render, the coercion of civilians into battle 
and the use of human shields in sensitive 
locations, such as a hospital in Nasiriya, 
from which they have been difficult to dis- 
lodge. The long coalition supply lines, 
along which much-needed ammunition, 
food, fuel and water are ferried, have been 
vulnerable to guerrilla-style raids. 

To the soldiers involved and the jour- 
nalists accompanying them, these fire- 
fights can seem apocalyptic. But as Mi- 
chael O'Hanlon of the Brookings 
Institution puts it, they have not inflicted 
any “strategic harm”. Coalition command- 
ers have calculated that such skirmishes 
are a price worth paying for arriving on Mr 
Hussein’s Baghdad doorstep swiftly. Gen- 
eral Richard Myers, the chairman of the 
Joint Chiefs of Staff, says that plans are in 
place “to deal with those onesies and two- 
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sies" who are stinging the spear's flanks. 
The pressure on supply lines might be 
eased by making greater use of airfields 
that have been seized in the west and 
south of Iraq. Overall, though, on the high 
road to Baghdad, so far so good. 

There have been other setbacks. Before 
the 1991 war, the record of Iraqi troops 
against Iran created an assumption that 
they would fight hard; in the event, many 
didn't. This time, coalition commanders 
have been surprised by the tenacity of ir- 
regular Iraqi units. The fedayeen—or “black 
pyjamas” as their attire has led them to be 
known-were perhaps especially under- 
estimated. Compared to the Gulf war, the 
coalition has taken few prisoners, though 
it claims that desertions are making up 
some of the difference. 

At the same time, the welcome ex- 
tended by the civilian population in Shia- 
dominated southern Iraq, which has little 
reason to love Mr Hussein, has been disap- 
pointingly cool A reported uprising 
against the Baathists in the southern city 
of Basra on March 25th—supported by Brit- 
ain's Seventh Armoured Brigade, the “Des- 
ert Rats", stationed outside the city—seems 
to have been quelled. That has been the 
only real sign of revolt so far. Such reti- 
cence is not altogether surprising: an even 
slightly mis-timed rebellion could prove 
disastrous for the rebels. The abandon- 
ment of the Shias and Kurds to their fate 
during the rebellions that followed the 
1991 war can hardly have inspired confi- 
dence. America has itself advised Iraqis to 
stay at home and off the streets. 

So there are good reasons why Saddam 
iconography has not been torn down and 
trampled across southern Iraq. But, com- 
bined with the tenacious Iraqi resistance 
in some places, this tepid reaction has en- 
abled Mr Hussein to do much better in the 
propaganda war than he is so far doing in » 





» the military one. 

The coalition continues to bombard 
Iraq with leaflets and by radio, as well as 
with laser-guided munitions. Publicly ex- 
pressed doubts about the authenticity of 
Mr Hussein’s various media appearances, 
and talk of negotiations with Iraqi com- 
manders, are all part of the coalition's psy- 
chological war. The wars from the air and 
on 1 the gro und have also been conducted 
in a way designed to demonstrate that or- 

inary Iraqis are not being targeted. 

“But this very restraint may have em- 
boldened the Saddamites and discour- 
aged their opponents, perhaps lending 
credibility to the former's claims that the 
war is going swimmingly. Despite a be- 
lated and botched attempt, on March 26th, 
to take it off the air, Mr Hussein's propa- 
ganda is still broadcast on Iraqi television. 
(The outrage prompted by the bombing of 
a television station in Belgrade may have 
made America over-sensitive about media 
targets) Mr Hussein has also been able to 
hit the coalition where it hurts most: in the 
consciences of their electorates, and the 
public opinion of the wider world. 

Aside from the night of March 21st, the 
bombardment of Baghdad and of other 
cities such as Kirkuk, Mosul and Tikrit by 
aircraft and cruise missiles has been less 
destructive than was widely expected. By 
and large, it seems to have been as accurate 
asthe Pentagon promised (see next article). 
But weapons malfunction, intelligence 
and humans err, and there have been civil- 
ian casualties (or “martyrs”, as Mr Hus- 
sein's men call them), some of whom have 
been buried amid choreographed outrage 
reminiscent of Ramallah and Gaza. On 
March 26th, numerous civilians were re- 
portedly killed when a Baghdad market 
was struck, though the Americans tried to 
deny responsibility. An interruption to the 
electricity and water supplies in Basra, a 
city of more than ım people-caused, 
America says, by lraq—has threatened the 
health of its population, obliging some of 
them to wash in and drink dirty river wa- 
ter. Efforts to bring in humanitarian aid 
through the southern port of Umm Qasr 
were delayed by stubbornly protracted 
fighting around it and the need for de-min- 
ing operations in the surrounding water, 
assisted by specially trained dolphins. 

Then there are the coalition casualties 
and captives. Footage showing captured 
American troops (“mercenaries”, say the 
Iraqis) led to American accusations that 
Iraq was violating the Geneva Conven- 
tions, which prohibit the subjection of 
prisoners-of-war to "insults and public cu- 
riosity". (Iraq is indeed violating them. But 
captured Iraqi soldiers have also been 
used, if less brutally, for propaganda pur- 
poses, and the treatment of America's Af- 
ghan prisoners at Guantanamo Bay has 
undermined America's moral indigna- 
tion) Some coalition soldiers may have 









been executed by their captors, though 
many of the coalition fatalities have oc- 
curred in helicopter accidents and 
friendly-fire incidents, which were also a 
cause of much anguish in 1991. In one such 
incident, a British Tornado aircraft was 
shot down by a Patriot missile battery. The 
Patriots are designed to intercept incoming 
missiles, and have prevented several Iragi 
ones from hitting Kuwait. 

In fact, given the nature of the opera- 
tion, coalition casualties have been light. 
(In a battle for Nasiriya with the Ottomans 
in 1915, the overconfident British, whose 
supply lines were also stretched thin, lost 
500 men.) Iraq has suffered an unknown 
but far higher number of combat casual- 
ties: several hundred Iraqis were report- 
edly killed in an engagement at Najaf on 
March 25th-26th. But the response athome 


to such coalition casualties as there have. 


been—some commentators have been ask- 


ing whether American troops are fighting 


98 Kurdish enclave | 


too leniently and riskily-suggests that 
September 11th may not, after all, have 
made Americans so much more sanguine 
about seeing their troops die. This will no 
doubt have buoyed Mr Hussein. 


Waiting for B-day 

As well as obscuring the success of the ad- 
vance on Baghdad, the televisual drama 
and individual tragedies have distracted 
attention from the coalition's other suc- 
cesses, which largely involve the preven- 
tion of various widely-predicted catastro- 
phes. Even if he intended to, Mr Hussein 
has not been able to scorch or flood much 
Iraqi earth: Iraq's southern oilfields and 
terminals have been secured with very lit- 
tle environmental or economic damage. Is- 
rael has not been attacked or entangled, 
perhaps because of the occupation of air- 
fields and other sites in Iraq's western des- 
ert by American, British and Australian 
special forces. Chemical and biological 
weapons have not been used, despite 
some indications that they may have been 
primed (though none has been discovered 
by the invaders either). 





These calamities, however, may still 


materialise. The main proviso in any judg- 


ment about Operation Iraqi Freedom is 
that its central confrontation—the battle for 
Baghdad-is yet to begin p 
does, and when Mr Huss: 
ing, existential threat, he ma 
oralloftheabove. — - 

As several military 
pointed out, taking on the 
Guard divisions arrayed arou 
would be easier were America’s Foi 
fantry Division advancing on the city f 
the north, as would have been the case 
had Turkey been more hospitable. As 
things stand, Turkish airspace has been 
opened to B-52 bombers flying in from Brit- 
ain, and an Islamist terrorist group based 
in the north, fingered by the Americans as 
a conduit between Mr Hussein and al 
Qaeda, has been bombed, as have severa! 
northern cities. A small number of Ameri- 
can boots are on the ground in the north- 
ern Kurdish enclave (how many Turkish 
troops are in Iraq, or are likely to be, re- 
mains unclear) The Americans may or- 
ganise an insurgency by Kurdish pershmer- 
gas, along the lines of their collaboration 
with the northern alliance in Afghanistan. 
But there will be no heavy force advancing 
on Baghdad from the north. 

Coming up from the south are ele- 
ments of America's Third Infantry Divi- 
sion, First Marine Expeditionary Force and 
101st Airborne Division. They will be able 
to deploy their superior tanks and artil- 
lery, Apache helicopters and the co- 
alition's aircraft. Facing them are three of 
Mr Hussein's six Republican Guard divi- 
sions, with other loyal forces stationed in- 
side the city. At least one Apache was shot 
down when a flotilla of helicopters 
launched a raid ahead of the northern tip 
of the spear; but fixed-wing aircraft have 
also begun to pummel Republican Guard 
divisions outside Baghdad and dig into its 
outskirts. The more troops and tanks that 
the Americans can prevent from moving 
back into the heart of the city, the better. 
Given the determination that the fedayeen 
and others have already displayed, the 
prospect of large-scale urban warfare 
looks increasingly likely, and daunting. 

On March 26th, sandstorms around 
Baghdad slowed the coalition advance. A 
pause might enable British and American 
forces to tackle the resistance further 
south, and perhaps allow some time for 
other American units destined for Kuwait 
to catch up: Donald Rumsfeld, the defence 
secretary, has been stung by accusations 
that his invasion forceis too light, and that 
he himself is overinfatuated with air 
power and gizmos. Ás things stand, the tip 
of the American spear has reached the vi- 
cinity of Karbala, where another Hussein, 
the Prophet Mohammed's grandson, was 
infamously decapitated in the year 680. 
Another decapitation may soon follow. @ 
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The scene in Baghdad 


Good days for pigeon-sellers 


BAGHDAD 


A resilient city tries to carry on as though the raids were not happening 


N MARCH 22nd, the Iraqis lit trenches 

filled with oil around Baghdad. Huge 
columns of black smoke billowed hun- 
dred of metres into the air. This, it was 
hoped, would confuse the guidance sys- 
tems of some missiles, causing them to 
miss their targets. By the next day, the city 
felt as though it was encased under a cold 
grey dome. On March 25th, a vicious, 
blinding sandstorm whipped the streets of 
the city, leaving the air full of dark brown 
dust. The next day, a missile hit a busy 
street in the poor northern suburbs and 
killed at least 15 people—the city’s first sig- 
nificant civilian casualties. Confusion, per- 
haps, had had its effect. 

Most people would be horrified and 
frightened if their capital came under at- 
tack. The problem for the Americans is that 
the average Iraqi, let alone the average 
Baath Party loyalist, does not react that 
way. During the 1980s they lived through 
eight years of war with Iran in which a mil- 
lion people—Iraqis and Iranians—died. In 
1991 they fought the Gulf war and Bagh- 
dad was bombed. The Americans bombed 
it again in 1998, and for the past 12 years Ira- 
gis have lived through the deprivation of 
sanctions. They have become resilient and 


defiant. Even strikes such as that on the 
26th are followed by cries of “Allahu Akh- 
bar!" and "We'll give our blood and soul 
for Saddam!" 

After the intense bombardment of the 
night of March 21st, which lit up the night 
sky, the bombings and missile strikes sub- 
sided, or at least changed their nature. In- 
stead of taking place in short intense 
bursts, they were strung out through the 
day and night. Although the number of at- 
tacks in central Baghdad fell, the low rum- 
bling sound of bombing by B-52s of targets 
on the southern outskirts of the city rolled 
towards the centre. 

Most Baghdadis found all this reassur- 
ing. Until then, no one knew what the doc- 
trine of “shock and awe" actually meant. If 
what Baghdad had witnessed after one 
week was indeed this, then the result was 
an almost audible collective sigh of relief. 
With a few exceptions, the targets hit were 
Mr Hussein's many palaces, several offi- 
cial buildings, including the headquarters 
of Iraqi television (which continued 
broadcasting) and an unknown number 
of military and communications sites. 
Most of the buildings were probably 
empty and most, but not all, of the strikes 
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appeared to be highly accurate. 

Despite the massive number of mis- 
siles fired and bombs dropped, relatively 
few civilians were hurt, and most of those 
suffered only light injuries from shrapnel 
or from Iraqi anti-aircraft shells that failed 
to explode and fell back into the city. (By 
March 27th, the official Iragi casualty toll 
was 44 dead and several hundred 
wounded.) Since, by most appearances, ci- 
vilians were not being deliberately tar- 
geted, some normal life began to resume. 

Even during bombardments, Bagh- 
dad's British-style red double-decker 
buses have continued to trundle around 
town and, during the day, traffic has 
moved along the roads. Some shops and 
restaurants have reopened and, if an ex- 
plosion is close, waiters and customers 
rush outside to see if they can spot what 
has been hit. Groceries and bakeries are 
open, though schools and universities are 
shut. Shrewd businessmen are doing a 
roaring trade in items people will need if 
the situation gets worse: kerosene cookers, 
rechargeable lamps, batteries and torches. 

Business has also been good in unusual 
areas. At Baghdad's animal market, traders 
report a surge in demand by pigeon fanci- 
ers: probably, said one trader called Yusuf, 
"because people have nothing to do". 
Some clearly think they will have some- 
thing to do, though. Down Baghdad's 
main Saadoun shopping street, Abdul Wa- 
hab, who sells leather goods and luggage, 
reported a huge demand for hand-crafted 
pistol-holsters. The Iraqi dinar, which 
went into free fall as the strikes began, re- 
covered its losses as the dollar fell back to 
almost the same exchange rate as on the 
eve of the conflict. 

Worryingly, and presumably much to 
the irritation of American and British offi- 
cials, itis not just ordinary Baghdadis who 
have begun to relax. Mr Hussein himself 
has appeared on television looking calm 
and assured. Citing both the Koran and 
classical Arabic poetry, he has urged his 
people on to jihad, to “behead the invad- 
ers" and "cut off their hands". By naming 
commanders and tribes for their valiant 
defence of the country, the president skil- 
fully gave credit where credit was due 
rather than calling any victories his own. 

Every day his ministers have given 
press conferences in which they pour 
scorn on the invading armies and their 
leaders. In fact, the Americans and the Brit- 
ish have thrust deep into the country, and 
so far have mostly had to fight only deter- 
mined small units. But rosy claims of quick 
victory in Britain and America, together 
with the capture of a small number of 
American troops, have helped the regime. 
Now ministers rubbish all coalition 
claims, and Iraqis are far more inclined to 
believe them. 

Iraqi television has been used to good 


effect. Mr Hussein offered cash rewards for » 
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* the shooting down of American and Brit The Kurds in northern Iraq jointly affirm Iraq’s territorial integrity. 
ish aircraft and the capture of any of their sisi ° The Kurds have no demands, they say, 
men. The next day, television featured a Waiting quietly, other than wanting to run their own area 
film of happy farmers who, it was claimed, . within the framework of a post-Saddam 
had brought down an Apache helicopter ON best behaviour government in Baghdad that will be fed- 


on their own. The authorities are milking 
such events for all they are worth. The 
message is that, if an ordinary farmer can 
take on the mighty Americans and win, 
then you can too. 

The net result of all of this has been 
striking. On the eve of the bombing, many 
Baghdadis had been talking openly to for- 
eigners; a week later, as mass uprisings 
failed to materialise and as ministers 
crowed of imminent American defeat, 
they were clamming up once more. On the 
one hand, the city was bracing itself for the 
final assault by the rapidly advancing al- 
lies; on the other, because the war has not 
proceeded quite as smoothly as some pre- 
dicted, many Baghdadis simply did not be- 
lieve reports that the Americans were 
close to the city's gates. And, even if they 
were, they could scarcely believe that the 
Americans would actually risk the poten- 
tial chaos of street fighting. 

Although the allies have no desire to 
engage the Iraqis in a fight for every street 
corner, that is what may lie in store for 
them. Across the city, thousands of men 
have been digging foxholes and trenches. 
There are armoured vehicles on the streets, 
and a mobile Scud-launcher is reported to 
have been seen near where the missile fell 
on March 26th. 

Hundreds of small groups of armed 
men are waiting to fight. Some are from the 
army or other formal military units, but 
many are not. A good proportion are from 
the armed militia of the ruling Baath Party, 
joined by members of a linked militia 
known as the Fedayeen of Saddam. Most 
have some sort of uniform, but others are 
irregular units in civilian clothes. 

How many of these men will actually 
fight remains, of course, the great un- 
known. The vast majority of Iraqis are sim- 
ply waiting out the war. But, as people of 
several races and creeds, they have as di- 
verse a view of what is happening as you 
might expect. Some may secretly support 
the invasion. Most probably dislike Mr 
Hussein, but a significant number have 
some form of clan, tribal or political affili- 
ation to him. Some of those who hate him, 
if they knew for sure that the regime was 
about to collapse, would be tempted to 
take up arms against it. Others would not 
think Mr Hussein's imminent demise à 
good enough reason to approve or support 
an American-led invasion. 

Four years ago, the NATO bombing of 
Serbia briefly encouraged some Serbs to 
rally round their otherwise hated leader, 
Slobodan Milosevic. A campaign that the 
optimists said was meant to last three days 
dragged on for almost 80. A lot depends on 
whether Iraqis behave like Serbs. 8 


ARBIL 
Heartened by Turkey's self-restraint, 
the Kurds promise more of their own 


HE pre-war bravado about liberating 

the “occupied” and oil-rich Kurdish 
lands around the cities of Kirkuk and Mo- 
sul has hushed. Now there is little that the 
Kurds in northern Iraq can do but wait. 
Their lightly-armed peshmerga fighters 
have hunkered down in the hills along the 
front line with the Iraqi army, keeping 
their notoriously twitchy trigger-fingers 
under admirable control. With their age- 
ing Kalashnikovs and RPGs, they face three 
Iraqi army corps, armed with an arsenal of 
rocket-launchers, tanks and artillery. 

"We are adopting a defensive posture 
and won't make any unilateral moves 
without the agreement of our allies," said 
a seasoned peshmerga commander from 
the Kurdistan Democratic Party (KDP). He 
said he was trying to keep the front calm 
until an allied plan for the region is in 
place. Surrounded to the west, north, and 
east by suspicious, sometimes hostile, 
neighbours, and to the south by a regime 
that has tried to erase them, the Kurds in 
the self-rule enclave know that one wrong 
move now and all they have gained in the 
past 12 years could be lost. 

The political leaders have done much 
to tone down nationalist passions. They 
are shedding their warlord identities, 
which lost them so much international 
goodwill during the bloody war between 
the KDP and the Patriotic Union of Kurdis- 
tan (PUK) in the mid-90s. The two leaders, 
cautious Massoud Barzani and his long- 
time rival, ebullient Jalal Talabani, now 


He can't risk a wrong move now 


eral and democratic in nature. They have 
urgent reason to be reassuring. Turkey has 
repeatedly threatened to invade the north 
should the Kurds declare independence. 
And if that were to happen, Turkey's re- 
gional rival, Iran, might also intervene. 

The precarious nature of the Kurds' ex- 
istence-made worse by the lack of gas 
masks, and the continued absence of 
American soldiers in significant num- 
bers—helps to explain why so many left 
their homes at the onset of war. In Dohuk 
and Arbil, close to the Iraqi front, thou- 
sands of families packed their bags and 
headed for sanctuary in the hills and 
mountain villages. But there was no repe- 
tition of the scenes in 1991 when Kurds fled 
in their millions to the frontier. This time, 
village leaders opened their guest houses, 
and schools and village halls became 
temporary hostels. 

The initial anxiety lightened last Mon- 
day with the first bombing of Iraqi military 
positions along the northern lines. To the 
Kurds, this was a signal that they were not, 
as first thought, forgotten. The arrival of 
American special forces, and of Major- 
General Henry Peter Osman as the "mili- 
tary and humanitarian co-ordinator", also 
helped to reassure them. And hopeful 
news came on March 26th, when the Turks 
said they would not after all intervene— 
unless it was felt absolutely necessary. 

In return, the Kurds have given guaran- 
tees to America and Turkey that they will 
not seek independence or march on Kir- 
kuk or Mosul. However, there is a general 
Kurdish belief that the fall of the two cities 
will be brought about by organised upris- 
ings among the large Kurdish populations 
who still live within their limits. 8 
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America and Turkey 


A friendship on hold 


ANKARA 


Turkey’s promises were always too hard to keep 


S AMERICA and Britain keep up their 
war against Iraq, the finger of blame is 
turning towards one country for the higher 
risks being run by the coalition forces. By 
denying thousands of American troops 
the use of Turkish soil as a launching pad 
for a second northern front, Turkey stands 
accused of throwing Pentagon war plans 
into disarray and, with them, more than 50 
years of strategic partnership with the Un- 
ited States. 

“In tatters”, is how Morton Abramo- 
witz, the American ambassador to Ankara 
during the 1991 Gulf war, described the 
Strategic partnership between America 
and Turkey in a recent editorial. “The Turks 
were until last week Saddam’s allies, now 
they are just about neutral,” says another 
American official, referring to Turkey’s be- 
lated decision, after much wrangling, to al- 
low coalition planes to use Turkish air- 
space in raids against Iraqi targets. Much of 
the blame is being piled on Turkey's ruling 
Justice and Development Party (AK): a 
party new to power, whose lack of experi- 
ence, critics feel, has done much to cause 
the current mess. 

When America’s deputy secretary of 
defence, Paul Wolfowitz, first sought Tur- 
key’s help in a war in December, he came 
away saying he had “very strong” support 
from all levels of government. In exchange 
for economic aid ($4 billion, later haggled 
to $6 billion), Turkey would allow as many 
as 90,000 American soldiers on its terri- 
tory and the upgrading of at least ten air 


bases and two ports. 
A still-secret memorandum of under- 


standing, signed on February 8th, appar- 


ently allowed the Americans to set up at 
least nine logistic bases in the country's 
predominantly Kurdish south-east prov- 
inces. American warships, loaded with 
combat materiel, began docking at Tur- 
key's south-eastern port of Iskenderun. 
But on March 1st the Turkish parliament re- 
fused, by three votes, to approve the troop 
deployment. Tayyip Erdogan, the AK 
leader, had underestimated the strength of 
opposition among his own deputies. So, 
too, had the country's generals. 

The Americans were infuriated. Surely, 
they argued, had Mr Erdogan and the gen- 
erals really wanted it, the bill would have 
passed. Maybe so; but other factors con- 
tributed to the parliament's reluctance. 
The Americans seemed to be asking Tur- 
key to help with a war George Bush had 
not yet publicly declared he would wage, 
while much of the rest of the world was 
still scrambling to find a peaceful way out. 

Besides, Turkey's and America's inter- 
ests have never been so directly in conflict. 
The Turkish army has long feared that the 
removal of Saddam Hussein could encour- 
age the Kurds of northern Iraq to declare 
independence, which is why they wanted 
to send thousands of their own troops into 
the Kurdish enclave to prevent this from 
happening. The Bush administration's nat- 
ural refusal to provide written guarantees 
that it did not support Kurdish indepen- 
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dence only deepened Turkish suspicions 
that the Americans had a secret agenda in 
northern Iraq, though this was, and is, un- 
likely. For the government, bloodying its 
hands in a war against fellow Muslims 
without UN sanction would have angered 
not only its many openly pious constitu- 
ents but millions of other Turks who had 
helped it to power. 

Above all, the presence of thousands of 
American troops in the country's trouble- 
some Kurdish provinces was simply intol- 
erable. Why then, did Turkey lure the 
Americans along? For that, both the gener- 
als and the government share blame. They 
should have told the Americans from the 
start that the best they could do was open 
their airspace, which is what they ended 
up doing, and no more than that. Allied 
war planners would have saved much 
time and, yes, perhaps British and Ameri- 
can lives. In the event, AK leaders, and the 
then prime minister, Abdullah Gul, may 
have presumed that a northern front was 
indispensable to the Americans and that, 
by dragging their feet, they could avert 
war. Turkey's former foreign minister, Ya- 
sar Yakis, admitted last week that Turkey 
never believed that the Americans had a 
fallback position. 

To make matters worse, when Amer- 
ica's secretary of state, Colin Powell, at last 
let it be known that his government now 
wanted nothing more than overflight 
rights, to which the Turkish parliament 
agreed on March 2oth, the government de- 
nied the Americans use of Turkish air- 
space, saying it wanted them to agree to 
the deployment of thousands of Turkish 
troops in northern Iraq. The Americans 
wisely said no, chiefly because their Kurd- 
ish allies have threatened to fight the Turks 
should they come in large numbers, and 
the government backed down. 

Turkey's businessmen, who had been 
heavily counting on American aid, are in 
shock, as is the Istanbul stockmarket. The 
mainstream press, strongly in favour of 
support for the Americans, complained 
that the government had now achieved 
Turkey's complete isolation. 

Sois this the end of a steady friendship 
between Turkey and its most important 
ally? It cannot be, since, thanks to its geog- 
raphy, the country remains a strategic 
pivot. Itis NATO'sonly Muslim member, à 
strong friend of Israel and, for all its flaws, 
a western-style democracy. It was no acci- 
dent that President Bush this week sought 
congressional approval for $1 billion of aid 
for Turkey, which it can use to acquire 
loans of $8 billion or more. And on March 
26th Turkey's chief of the general staff, 
Hilmi Ozkok, announced that he wanted 
Turkish troops to enter northern Iraq only 
in full co-ordination with the Americans. 
The Turks, said one American official, “still 
have a chance to prove that they remain 
ourfriends." m 


Diplomacy, continued 


The reckoning 


After the war, no peace? 


NY hopes that the start of the fighting in 
Iraq would quiet the opposing big 
guns in the United Nations Security Coun- 
cil have been swiftly dashed. Ahead of his 
trip this week to Camp David to meet 
George Bush for a war-and-peace summit, 
and to New York to confer with Kofi Annan 
at the United Nations, Britain’s Tony Blair 
ruefully acknowledged that once the war 
in Iraq had ended, there would need to be 
a "reckoning" in relations between Amer- 
ica and Europe. Yet new skirmishes have 
already broken out in the Security Council. 
France, Germany and Russia have made it 
clear that they will oppose any effort to in- 
clude the UN in post-war reconstruction in 
Iraq in ways that might appear to legiti- 
mise a war they still oppose. 

Putting down his marker for that bigger 
post-war reckoning, Germany's foreign 
minister, Joschka Fischer, this week told 
Der Spiegel magazine that "A world order 
in which the superpower decides on mili- 
tary strikes based only on its own national 
interest simply cannot work." Germany's 
chancellor, Gerhard Schróder, called for a 
new debate about how to deal with the 
spread of weapons of mass destruction. 
But he has said that Germany will help 
with the post-war reconstruction of Iraq, 
provided itis co-ordinated by the UN. 

His development minister, however, 
suggested that a different reckoning might 
come sooner and be bloodier: "Those that 
do the damage carry the main burden for 
reconstruction," she insisted, implying 
that America and Britain should bear the 
cost of rebuilding Iraq themselves. With 
tempers still raw, last week France's 
Jacques Chirac took a similarly hard line, 
threatening again to use his veto to prevent 
America and Britain from securing a peace 
to their liking through the uN, just as he 
blocked a resolution that might have con- 
doned their going to war. 

Yet wotk is already well advanced on a 
resolution, requested by Mr Annan, that 
would give him maximum flexibility to 
vary the UN's oil-for-food programme in 
Iraq in order to get relief supplies into the 
country rapidly, once it is safe to do so. Be- 
fore the war, the programme helped feed 
some 60% of the Iraqi population; after the 
fighting, it will have to feed more. Until 
then, America and Britain have lined up re- 
lief supplies to tide people over in the ar- 
eas they control. Yet Russia and Syria have 
dragged out discussions of Mr Annan's re- 
quest, with Russia insisting on assurances 





about contracts still pending, many of 
which went to its own companies. 

A far more difficult debate is expected 
over what should happen in Iraq once the 
waris over. The UN, all agree, has a big role 
to play, but what should it be? For their dif- 
ferent reasons, America and France are 
most sceptical. As Mr Chirac's veto threat 
implied, France is determined notto let the 
UN do anything that will seem to legiti- 
mise America's control over Iraq once the 
fighting stops. Some in Mr Bush's team are 
reluctant to return to the UN with veto- 
wielding France still in such truculent 
mood, calculating that they can count on 
Iraq's future oil revenues to pay for most of 
the reconstruction. 

But those revenues are still governed by 
past UN resolutions. Mr Annan has been at 
pains to point out that the UN can do little 
beyond emergency humanitarian relief 
without fresh authorisation from the Secu- 
rity Council. British officials want a big UN 
role because they see the rebuilding of Iraq 
as both an enormous burden to be shared 
and a way of pulling estranged allies to- 
gether, rather than as a prize to be fought 
over between Americans and Europeans. 
They point to Kosovo as a model: a robust 
military force that was not under a UN 
mandate worked effectively alongside a 
UN civil administration that was able to 
pull together the strands of the aid and 
civil administration effort. 

But Kosovo was a NATO military oper- 


ation, and France, far from seeking to block 
it, was very much a partner. This time, Eu- 
ropeans are deeply split. Among his con- 
tributions to the eventual reckoning with 
America, Mr Chirac has been musing out 
loud about putting some sort of “declara- 
tion of independence”—presumably from 
America-in the new EU constitution now 
being drafted. On March 27th his foreign 
minister, Dominique de Villepin, talked 
more diplomatically to the uss, a London- 
based think-tank, of anew world based on 
“a number of regional poles”. 

Meanwhile Belgium, with exquisitely 
poor timing, has invited Germany, France 
and Luxembourg (all part of the European 
rejectionist front) to a special summit in 
Brussels next month to discuss setting up a 
*hard core" of countries willing to push 


. ahead faster with a common European de- 


fence. This was not, Germany's Mr 
Schróder hastened to add, an effort to ex- 
clude anyone or to work against NATO. 
But that is the way it will look to American 
and British officials just now. 

In other words, itis not just the Security 
Council that remains divided. The only 
question is whether the post-war re- 
construction of Iraq will help heal these di- 
visions, as Mr Blair hopes, or worsen 
them. For their part, UN officials are qui- 
etly hoping that, once the fighting ends, all 
sides will discover an interest in building 
the new Iraq and rediscover the spirit and 
art of compromise. ® 





Arab protest 
Damning and 
damned 


CAIRO 
Aroused by Iraq’s resistance, Arab 
crowds are angered by their leaders 


RAQ'S vice-president, Taha Yassin Rama- 

dan, has a predictably low opinion of his 
fellow Arab leaders. Mr Ramadan, speak- 
ing before cameras to prove he had sur- 
vived the first bombs on Baghdad, said 
Arab leaders come in three flavours: those 
who collude openly with America, those 
who do so secretly, and those who avoid 
decisions altogether, while unleashing 
their police to suppress popular rage. 

The Arab public broadly shares Mr 
Ramadan’s contempt. After a week glued 
to the gore on satellite channels, their 
mood is one of fury against America, pride 
in Iraq’s defiance, and frustration with 
their own governments. They are shamed 
by their leaders’ weakness in the face of 
America. Not only are many governments 
complicit with the war effort; their feeble 
diplomatic attempts to prevent war were 
less effective than those of non-Arab pow- 
ers, such as France and Turkey. 

Anti-war demonstrations in Arab capi- 
tals have yet to attain the scale of those 
seen in Europe before the war. Even so, 
given the range of repressive instruments 
in the hands of Arab states, both the turn- 
out and tenor of protests have been eye- 
catching. In Sudan and Yemen, demonstra- 
tors were killed in clashes with police. Half 
a million Syrians braved foul weather to 
stomp through the centre of Damascus. 
Some 40,000 people stalled Cairo's main 
square for ten hours, dispersing only after 
police dragged off and beat up several hun- 
dred, including two members of parlia- 
ment. The square has remained an armed 
camp in anticipation of even rowdier prot- 
ests to come. 

Two factors have emboldened Arab 
protesters. The first is that Iraq, battered 
and despised as its regime is, appears to be 
winning the propaganda war. This is 
partly due to early boasts and blunders by 
American and British forces. The targeting 
of a busload of Syrian workers heading 
home from Baghdad, for example, brought 
bereavement directly into Syrian homes. 
And the brief raising of an American flag 
over the port of Umm Qasr, a contraven- 
tion of orders that happened to be cap- 
tured on Arab screens, convinced some 
that this isindeed a war of occupation. 

Arab television audiences have also 
been surprised to find that, in contrast to 
previous wars in the region, their own 
news channels are proving at least as reli- 
able as western ones. Round-the-clock 
news stations, such as al-Jazeera, Saudi- 





Nerve-wracking days 


owned al-Arabia and Abu Dhabi rv, 
maintain larger networks of correspon- 
dents inside Iraq and rarely flinch from air- 
ing graphic content. Iraqi officials have 
also been assiduous at courting the press, 
punching home the message that they are 
fighting to defend faith and fatherland. 
The second factor is the failure of many 
Arab governments to provide adequately 


Jordan and Iraq 


for their own people. Demonstrators in 
impoverished Syria are too afraid to criti- 
cise their own corrupt regime, whose only 
proven competence, in any case, seems to 
lie in diverting domestic criticism to for- 
eign affairs. But other economically belea- 
guered governments are either less effec- 
tively repressive, or have proved less 
nimble at aligning themselves, rhetori- 
cally at least, with Iraq's resistance. 

The shakiest right now is Egypt's. For 
Hosni Mubarak, the timing of this war 
could hardly be worse. Depressed for five 
years, Egypt's economy has sunk further in 
the past month. A 20% currency devalua- 
tion has fuelled sharp price rises, even as 
tourism, a big hard-currency earner, faces 
a wartime collapse. America has bailed 
out this key Arab ally in the past. It is over- 
stretched with other commitments just 
now, and also miffed by Mr Mubarak's un- 
willingness to offer open support. 

Small wonder that Cairo's demonstra- 
tors shouted curses at their own leaders as 
well as at George Bush, or that police 
turned most brutal when the crowd surged 
towards the headquarters of Mr Muba- 
rak's party, apparently with the intention 
of attacking the giant presidential portrait 
that hangs there. As Syria's leader, Bashar 
Assad, said recently, being America's ene- 
my these days may be dangerous, but be- 
ing its friend could prove fatal. m 


Volunteers for the war 


AMMAN 


Iraqis are leaving Jordan to fight, rather than coming in as refugees 


something of the passion of 

young Europeans joining the Span- 
ish civil war in the 1930s, Arabs are 
heading for Iraqi front lines. Iraqi embas- 
sies across the Arab world are recruiting 
volunteers armed with a passport, two 
photos and a ticket to Damascus. Drivers 
for Uday Hussein's bus company, al- 
Dhilal (The Shadows), say he has laid on 
a free service from the borders back to 
Baghdad. Jordanian officials, fresh from 
erecting refugee camps, are handling less 
an Iraqi influx than an outflux of the 
kingdom's 300,000 Iraqi exiles. 

Since the war began, they say, some 
4,000 Iraqis have headed home, egged 
on by a Jordanian amnesty for Iraqi 
over-stayers. Among them are scores of 
young Shias, boarding the 20 buses de- 
parting from Amman each day, vowing 
to resist American operations round the 
southern towns. Their parents fled Sad- 
dam Hussein's persecution, but admit 
that American bombing of their home- 
land has divided their loyalties. 

Some Jordanians clamour to go with 
them, and say they would if only their 


king would let them. Civilians now re- 
quire a government pass to enter within 
160km (100 miles) of the border, de- 
clared a military zone before war began. 
Some go through the backdoor of Syria. 
The flow of people out of Jordan has 
startled the UN, which admits that its es- 
timate of 600,000 refugees now seems 
inflated. That bleak forecast helped to 
bring in $27m—a handsome sum for the 
two or three Iraqi refugees to enter Jor- 
dan since war began. In 1991, the waves 


is back-pedalling hard 


his people that he shares their pain at 
the bombing (but asks for only "civi- 
lised" displays of wrath) and insists that 
the role of a reported 6,000 American 
troops in the kingdom is solely defen- 
sive. In a right royal u-turn, he has re- 
prieved two of the five a lomats 
expelled from Amman and called on 
Baghdad to send more—and the Central 
Bank has denied receiving orders to 
freeze Saddam Hussein's deposits. 





Japan 


Read all about us 


TOKYO 


Triumphalist books about Japan have given way to gloomier tomes 


HEN its economy was booming, cars 

and electronics were not the only 
industries in which Japan battled the West. 
Japanese authors also competed with 
their gaijin counterparts to churn out trea- 
tises about Japanese ways of doing things. 
On one point almost everyone agreed: the 
Japanese way of organising society was 
better, as its juggernaut economy proved. 

Needless to say, outside Japan, demand 
for such books is modest at the moment. 
But what about in Japan? After a decade of 
economic torpor, how do Japanese writers 
see their country now? The swagger that 
marked books such as “The Japan that Can 
Say No", in which Akio Morita (Sony's co- 
founder) and Shintaro Ishihara (a novelist 
and nationalist politician who is now gov- 
ernor of Tokyo) trumpeted Japan's rise to 
world prominence just before the bubble 
popped, has certainly faded. But Naoki In- 
ose, a popular history writer who gained 
headlines last year serving on a committee 
for highway reform, says that many Japa- 
nese were never as confident as the best- 
selling titles of the bubble years encour- 
aged them to be. 

For all the affluence that Japan 
achieved in the 1980s, he argues, many 
Japanese still felt an underlying anxiety, 
and were never really convinced that their 
success reflected fundamental strengths in 
their society. Even as western and Japa- 
nese authors were praising the bureau- 
cratic and business structures that Japan 


had developed over the previous century, 
Mr Inose argues, ordinary Japanese re- 
mained unsure of where those overween- 
ing institutions were taking them. Even if 
anxieties were lurking all along, however, 
the events of the past decade have driven 
them to the surface, and Japan's economic 
weakness has clearly played a role. 

A quick glance at the bestseller lists 
highlights the change in tone. Tohan, 
which publishes the most prominent list, 
compiles separate tables for business 
books and other sorts of non-fiction. In 
1989, one of the few economic worries on 
the minds of Japanese readers was taxes: 
four of the top ten business books aimed 
to help them cope with a new consump- 
tion tax. Two other popular business 
books that year took a stab at forecasting 
the 1990s, and both of their authors were 
optimistic. “Nihon no Jidai" (Japan's Era), 
by Keitaro Hasegawa, took the prize with 
its bold forecasts about how Japan would 
soon be managing the flow of money, peo- 
ple and goods around the world. 

It may be unfair to single out Mr Hase- 
gawa just because his book sold more 
copies than the dozens of others that made 
similar extrapolations. "It is considered 
bad form to ask what most of these guys 
were writing ten years ago," says Peter 
Tasker, a consultant and writer in Tokyo. 
Still, it is worth comparing Mr Hasegawa's 
outlook with that of the top-selling busi- 
ness book now. "Tomorrow's Economics", 
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published recently by Heizo Takenaka— 
the economics and banking minister in 
Junichiro Koizumi's cabinet—also tries to 
envisage a bright future for Japan; but his 
optimism hangs on Japan’s making a 
string of tough choices that authors in the 
bubble years did not predict. 

Japan's economy has not been the only 
source of worry and confusion, however. 
One of the country's best-known authors, 
Haruki Murakami, points out that two of 
the most significant events in Japan during 
the 1990s were not economic: the Kobe 
earthquake and the poison gas attacks by 
the Aum Shinrikyo cult in the Tokyo metro 
system, both of which took place in 1995. 
Though one was a natural disaster and the 
other man-made, Mr Murakami argues, 
both shook the faith of many Japanese in 
their society's underpinning. 

In "Underground", which recounts his 
interviews with the metro attackers and 
their victims, Mr Murakami tried to exam- 
ine broadly the cruelty with which Japa- 
nese society can treat those who are differ- 
ent. After reading about a victim of the gas 
attacks who had subsequently been 
shunned by his fellow workers, Mr Mura- 
kami writes, he decided to find out “how 
Japanese society could perpetrate such a 
double violence”. 

It is hard to say whether this sense of 
economic and social drift explains the 
slew of self-help books, several imported, 
which now line Tohan’s non-business list 
of bestselling non-fiction. In 1989, the list 
was stocked with home-grown biogra- 
phies and photograph albums of promi- 
nent Japanese, from actresses and divas to 
Hirohito, who died at the beginning of that 
year. Such lists can be misleading, how- 
ever. Books known as nihonjinron, a class 
of pop-anthropology books that revelled 
in the uniqueness of the Japanese, were 
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cranked out so frequently, and resembled » 
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» each other so closely, that they rarely 
topped the charts of bestsellers. But many 
Japanese could not get enough of them in 
the 1980s, paying to read again and again 
about how their long history as island rice- 
cultivators had set them apart from the rest 
of humanity. 

A decade of gloom has led some Japa- 
nese to give this implicit belief a different 
twist. “We may be cultivators,” a few re- 
formists say, “but it might not be so bad if 
we acted a little more like hunters.” Al- 
though their sense of uniqueness remains, 
however, the Japanese seem to share at 
least one trait with readers everywhere: 
when times are tough, it helps to laugh at 
someone else. One of the most popular 
books in Japan now is “Stupid White 
Men”, by Michael Moore, an American au- 
thor and film-maker. It dwells on corrup- 
tion, injustice and electoral shenanigans in 
the United States. m 


South Korea and America 


Patching up 


In search of acommon strategy 


T IS not just in Europe, nor indeed just 

over Iraq, that the United States has trou- 
ble with its friends. South Korea’s new for- 
eign minister, Yoon Young-kwan, was in 
Washington this week hoping to hammer 
out a common strategy for dealing with 
North Korea’s suspected nuclear ambi- 
tions. South Korea has been keen for 
America to start talking directly to prickly 
North Korea. But the Bush administration 
says it will do so only as part of a broader 
multilateral exchange including others in 
the region affected by North Korea's provo- 
cative behaviour. With the North feared to 
be preparing to restart a plutonium-re- 
processing plant, and possibly to test-fire 
one of its long-range missiles, Mr Yoon’s 
task is urgent. All the more so as South Ko- 
rea’s new president, Roh Moo-hyun, is 
soon to travel to Washington for his first 
meeting with George Bush. 

Since America caught it cheating last 
October on a 1994 agreement to freeze its 
plutonium production, by secretly setting 
up an illicit uranium-enrichment pro- 
gramme, North Korea has pulled out of the 
Nuclear Non-Proliferation Treaty and re- 
started its plutonium-producing reactor. 
Accusing America of preparing a pre-emp- 
tive strike on its nuclear facilities, this week 
it cancelled economic talks with South Ko- 
rea. Citing the threat from an American- 
South Korean military exercise (to which 
North Korea had been invited to send ob- 
servers, but refused), it also pulled out of 


military liaison talks at the demilitarised 
zone on its border with South Korea. 

North Korea says all this is designed to 
force America to negotiate a non-aggres- 
sion treaty. But itis also clearly intended to 
widen the rift that has emerged between 
America and the new government in 
Seoul. Both insist that North Korea must 
give up its nuclear ambitions. Both say 
they want a peaceful solution to the crisis. 
But, though Mr Roh has so far ruled out 
any resort to military force, or even sanc- 
tions, to resolve the issue, Mr Bush has not. 

It did not help that Mr Roh, a past critic 
of America's military presence in South 
Korea, kicked off his presidency by imply- 
ing that he could somehow mediate be- 
tween America and North Korea. But his 
government has since changed its tune. 
Disappointed by North Korea's belligerent 
response to offers of better relations in fu- 
ture, and concerned at the effect the crisis is 
having on South Korea's economy, Mr 
Yoon now endorses a multilateral ap- 
proach, albeit one that would involve di- 
rect talks between America and North Ko- 
rea too. Both Japan and China have been 
pressing the North to accept such a plan. 

One idea, a version of which Mr Yoon 
may have brought to Washington, would 
be for America to agree to bilateral talks 
with North Korea under some multilateral 
umbrella, while South Korea would not 
just offer North Korea inducements to 
agree to this formula (the North is adept at 
pocketing these and giving nothing in re- 
turn) but would also agree to suspend all 
economic assistance if the North refused. 
The aim would be to give both America 
and North Korea an incentive to talk, while 
reassuring America that South Korea was 
ready to work alongside its chief ally, not 
just carp from the sidelines. 

Mr Roh has taken other steps too to bol- 
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ster the alliance. Hints from American offi- 
cials that some forces in South Korea could 
be withdrawn if the government wished 
had caused alarm, and have prompted 
strong government expressions of support 
for the servicemen. Like Japan, which also 
sees the need to back up its chief ally at a 
time of growing regional tension, the 
South Korean cabinet has agreed in princi- 
ple to send non-combat troops and other 
assistance to Iraq after the war. 

For their part, American officials insist 
that North Korea will be handled differ- 
ently from Iraq. But on this point South Ko- 
rea needs some reassurance. For, though 
some of America's diplomats see multilat- 
eral diplomacy as a way to more produc- 
tive bilateral talks with North Korea, others 
see itas a way of gathering support to pile 
on the pressure. The worse the North be- 
haves, the more likely it is that the hard- 
liners will win the day. m 


Drugs in Central Asia 


Deadly traffic 


DUSHANBE 
Opium and heroin plague the region 


ICTORIA was 18 when she started in- 

jecting heroin. Now 22, she claims to 
have been clean for the past six months. 
She works as a volunteer for RAN, an NGO 
based in Dushanbe, the capital of Tajiki- 
stan, which provides counselling—and 
clean syringes—to some of the city's grow- 
ing number of drug-takers. With neigh- 
bouring Afghanistan once again a major 
grower of opium, and demand for heroin 
still strong on the streets of Europe, Tajiki- 
stan and its neighbours are getting caught 
in the middle. 

Central Asia has become a major route 
for Afghan opium and heroin travelling to 
Europe. As Pakistan and Iran have cracked 
down on drug trafficking from Afghani- 
stan, the flow has moved north. According 
to the United Nations Office on Drugs and 
Crime, the trade of opium through Central 
Asia started to develop in the early 1990s, 
and heroin first appeared in 1995. Today 
the UN estimates that about one kilo in 
four of heroin coming out of Afghanistan 
goes through Central Asia. In 2002, drug- 
trafficking of Afghan opiates generated 
$2.2 billion in Central Asia—equivalent to 
7% of the area's GDP. 

With 1,400km (875 miles) of porous 
borders with Afghanistan, Tajikistan is af- 
fected far more than any other Central 
Asian country. In 1996, the country's au- 
thorities seized 6.5kg of heroin. Last year, 
they intercepted close to four tonnes, al- 
most 80% of the total seized in the region. » 
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> As much as 80 tonnes of heroin may have 
passed through the country. The value of 
heroin transiting has gone up by three to 
four times in 2002, reflecting an improve- 
ment in purity. In 2001, the quality of her- 
oin was so poor that unhappy Russian 
buyers returned some to Afghanistan. Less 
opium, on the other hand, seems to have 
been exported since 2000; it is increas- 
ingly being processed into heroin inside 
Afghanistan before being shipped out. 

As traffickers handle increasingly valu- 
able loads, they are hedging their bets by 
organising more, but smaller, shipments. 
Operations are also becoming more so- 
phisticated, and traffickers better organ- 
ised—and better armed. But so are Tajiki- 
stan's authorities, in spite of persistent 
suspicions of corruption and high-level in- 
volvementin the drug trade. Border guards 
now have test kits, sophisticated commu- 
nication equipment and four-wheel-drive 
cars, nowhere evident a few years ago. A 
drug-control agency reports directly to Ta- 
- jikistan's president. Last year the leader- 
ship of the border guards was changed. 
And the fight against the growing drug 
plague is one of the few things on which 
Central Asian countries have brought 
themselves to co-operate. 

Since most local traffickers are paid in 
kind, the heroin trade leaves a trail of ad- 
dicts in the transit countries of Central 
Asia. According to the UN, heroin addic- 
tion in Central Asia has been the fastest- 
growing in the world since the late 1990s, 
and the region now has more than 
300,000 opiate-takers, including children 
as young as ten. 

According to RAN, $5-8 will buy you a 
gram of heroin on the streets of Dushanbe 
today, and with purer heroin now avail- 
able the number of overdoses has shot up. 
Although reliable statistics are hard to 
come by, Murtazokul Khidirov, RAN's di- 
rector, compares the spread of niv due to 
dirty needles to an “uncontrollable forest 
fire". So the NGO supplies up to 3,000 
clean syringes a day to 1,000 or so people 
in Dushanbe, a drop in the ever-deeper 
ocean of the city's estimated 20,000 her- 
oin junkies, each of whom would need 


about five needles a day. 

Unfortunately, little help is available 
for those who want to escape drugs. Victo- 
ria went in and out of rehab three times. 
She was locked up and offered sleeping 
pills as the sole treatment. RAN can offer 
little more than counselling and moral 
support to those who want to break their 
habit. Drug-takers are regarded as crimi- 
nals, and even RAN's volunteers—former 
or current addicts-are occasionally ar- 
rested and beaten up by the police when 
they go out to distribute syringes. @ 





Education in China 


A private matter 


BEIJING 
China's princelings are going abroad for 
their schooling 


ROWING wealth, not all of it legiti- 

mately acquired, is rapidly increasing 
the demand in China for expensive educa- 
tion abroad. A decade or more ago, Chi- 
nese studying abroad were mainly on gov- 
ernment scholarships. Then, as incomes 
rose and emigration barriers were low- 
ered, self-sponsored undergraduates led 
the charge out of the country. Now rich 
parents have developed a taste for sending 
their children to foreign boarding schools. 
But is there more to this latest trend than 
just the pursuit of learning? 

A complete secondary-school educa- 
tion is far more expensive for a foreign stu- 
dent than a year or two on a graduate 
course or even three or four years doing an 
undergraduate degree. Yet demand is soar- 
ing. Take Britain, where boarding-school 
fees for an overseas pupil are on average » 
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> around £16,000 ($25,000) a year—about 
ten times the average annual income of an 
urban Chinese household. Students from 
mainland China are now the second-big- 
gest category of new entrants to British 
private schools from abroad, behind Hong 
Kong and just ahead of Germany. Many 
more go to schools in Australia, New Zea- 
land and Canada, where fees are some- 
what lower. About 7,000 a year enter Aus- 
tralia for study at secondary level, half of 
all those who enter on student visas. The 
number is growing by 10% a year. 

It is not only expensive but also emo- 
tionally difficult to send a child to a distant 
country to study in a foreign language. The 
government allows urban families to have 
only one child, and that child is usually the 
object of lavish attention. But China’s uni- 
versity entrance exams are intensely com- 
petitive. A secondary-school education 
abroad is seen as a good way of preparing 
a child for university (whether at home or 
abroad) with a bit less pressure. “A big 
wave is coming” of secondary-school edu- 
cation abroad, predicts Xu Xiaoping, vice- 
president of New Oriental, a private 
school in Beijing which trains those want- 
ing to hone their English-language skills in 
preparation for study abroad. 

There is no doubt that a university edu- 
cation is highly prized in China. Mr Xu says 
he has met many people who have sold 
their homes in order to be able to send 


their children to college. But the costs in- 


volved in sending a child to secondary 
school abroad are even higher, and unlike 
university students, who are able to cover 
some of their expenses by doing odd jobs, 
secondary-school students are usually en- 
tirely dependent on their parents. 

Those sending their children to foreign 
boarding schools are therefore exception- 
ally rich. “The spending habits of some of 
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Bangladesh's poisoned water 


The tainted source 


CHITTAGONG 
Is anyone to blame? 


ATER drawn from wells sunk in 

Bangladesh was for years regarded 
as of drinkable quality, being free of the 
bacteria that contaminate much surface 
water. But, unbeknown to its users, the 
water turned out to be contaminated 
with naturally-occurring arsenic. Accord- 
ing to the World Health Organisation, 
the contaminated water may have af- 
fected as many as 80m people in the 
country’s population of 140m. Many are 
already developing arsenic sickness, 
which, if left untreated, eventually 
causes serious damage to the lungs, liver 
and kidneys. 

Who is to blame for not spotting the 
arsenic before it could cause damage? In 
a preliminary hearing in London's High 
Court that started on March 25th, law- 
yers representing two Bangladeshis, Bi- 
nod Sutradhar and Lucky Begum, both 
of whom suffer from arsenic poisoning 
caused by drinking water from wells, ar- 
gued that the British Geological Survey 
(BGS) was negligent in not testing for the 
presence of arsenic while carrying out 
research in central and north-eastern 
Bangladesh in 1992. As a result, it was 
claimed, people gained the impression 


these children are quite astonishing," says 
a Chinese businessman who also helps to 
run an English-language training school (a 
big growth industry in China). He says a 
Chinese boarder in Coventry told him he 
had spent 600,000 yuan ($72,300) in one 
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that the water was safe to drink. 

In its defence, the BGs argued that it 
had no duty to test for arsenic as the re- 
search was carried out as part of a small 
irrigation project that had nothing to do 
with drinking water. A spokeswoman 
for the BGs said before the hearing that 
the final report submitted to the Bangla- 
deshi authorities did not comment on 
whether the water was safe to drink and 
did not carry out any assessment on the 
levels of arsenic, because that was not 
part of its remit. 

While the two sides battle it out in 
court, millions of people in Bangladesh 
face a terrible choice: whether to drink 
well water or the dirty surface water. 
Some aid agencies say the authorities 
should concentrate on cleaning up the 
surface water, which causes diarrhoea, 
said to kill roughly 20,000 people a year 
in Bangladesh. So far there are about 
13,000 proven cases of arsenic poison- 
ing in the country, but the disease often 
takes ten years for the symptoms to de- 
velop. Further legal action by thousands 
of other poisoned Bangladeshis may fol- 
low, depending on the result of the Lon- 
don hearing. 


year. "Some of them eat in expensive res- 
taurants and buy cars like Jaguars and 
Range Rovers,” he says. Where is this 
money coming from? 

Curiously, the north-eastern province 
of Liaoning-a region of soaring unem- 
ployment often referred to as China's rust- 
belt—is a leading exporter of boarders. Last 
September, a Liaoning newspaper said 
that some 600 high-school students from 
the region were going abroad to study ev- 
ery year. The number, it said, was increas- 
ing rapidly. The website of China’s Com- 
munist Party newspaper, the People’s 
Daily, acknowledged last year that some 
officials and managers of state-owned en- 
terprises were sending their children 
abroad and then using their offspring’s 
bank accounts to launder their corrupt 
gains (Chinese are not usually allowed to 
set up accounts abroad). It said the parents 
of some Chinese secondary students 
abroad were mid-level officials from back- 
ward parts of the country, including even 
from rural townships. According to an- 
other official publication, some officials 
hope to use their children’s accounts to 
buy property abroad to which to retire or 
flee. The good of their young, it seems, is 
not always at the top of the agenda of 
China's nouveaux riches. m 





American public opinion 


Still all signed up 


WASHINGTON,DC 


On the home front the first week went reasonably well. But if the war gets harder, 
Americans may demand a different sort of fight 


EORGE BUSH is engaged in one of the 

most difficult tasks of any American 
president: maintaining domestic support 
for a limited war. History teaches that 
Americans are prepared to accept and in- 
flict massive casualties in pursuit of vic- 
tory (witness the campaign against Japan 
in the second world war). But as both the 
Vietnam quagmire and the first Gulf war 
Suggest, they are much more nervous 
about backing a government perceived to 
be pursuing half-hearted aims. 

The current combat has limited aims. It 
seeks to remove Saddam Hussein and his 
regime without massive damage to Iraq's 
civilian population and infrastructure. 
Hence the surgical strikes against the lead- 
ership and rules of engagement that seek 
to limit Iraqi civilian casualties, even at the 
risk of increasing American ones. The aim 
is to strike a balance between the military 
success needed to buoy domestic support 
and military restraint needed to win over 
Iraqi (and world) opinion. 

From a domestic perspective, the first 
week has worked reasonably well. The 
willingness of the American people to tol- 
erate casualties while the war is going 
roughly to plan has meant public support 
for the war has survived a week of de- 
flated expectations. 

Before war broke out, the administra- 
tion's conservative backers had made the 
case for war to the public by raising expec- 


tations. Ken Adelman, a former assistant 
defence secretary, notoriously forecast 
that war in Iraq would be “a cakewalk”. 
Optimists argued that the regime would 
collapse, no one would fight for Saddam, 
and American and British forces would be 
welcomed as liberators. Until recently, the 
administration did little to dampen down 
such inflated hopes. The president did not 
give any warning that war could be longer 
or bloodier until his speech on *day one" 
of the war, announcing action had begun. 

In the first week, of course, almost none 
of the optimists' forecasts came true. The 
regime did not fall, fighting got more in- 
tense each day and there were, give or take 
a reported disturbance in Basra, few signs 
of American soldiers being greeted as li- 
berators by Iraqis. 

To top it off, American reporting of the 
war followed the same trajectory from ex- 
aggerated optimism in the first three days 
to exaggerated pessimism in the next four. 
Television reporters described the 50 sol- 
diers killed, missing or captured in the first 
week as "heavy casualties" (a term justi- 
fied only if you measure it against the first 
100 hours of ground fighting in the first 
Gulf war). Reporters peppered Donald 
Rumsfeld and his generals with variants of 
the question: "Why is it all going wrong?" 
The New York Times encapsulated the 
view thus: "day two—moving forward; 
day three—early success; day five—set- 
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backs; day six—resistance, loss; day seven— 
bogged down”. 

The supposed difficulties on the battle- 
field have had some impact domestically. 
A daily poll by the Pew Research Centre 
found a precipitous fall in the number of 
Americans who said they thought the war 
was going very well during the week. It 
was above 70% on days three and four 
(“early success” in the New York Times defi- 
nition). By day six (“resistance, loss”) the 
proportion was just 38%. 

Despite these wobbles, the American 
public seems remarkably sanguine. The 
polls show that the public accepts that the 
war will be longer and bloodier than ex- 
pected, and that they support it anyway. 
Most surveys show a rise in the proportion 
of Americans who think the troops will 
sustain significant casualties (up from 
about a third to a half); a similar rise in the 
number of those who think the war will go 
onfor months; and, despite this, no change 
in the large majority of those who say they 
support the war (a figure that is usually 
close to 70%). 

In other words, Americans are adjust- 
ing to the prospect of a conflict that could 
be messier, bloodier and slower than the 
administration first hinted at. Why are 
they so sanguine? 

The first reason is that the military situ- 
ation hardly merits panic. The current set- 
backs might have had a bigger impact on 
the public had there been any military or 
political sign that the campaign was, in 
fact, bogged down. There was not. The ad- 
ministration has been able to make a plau- 
sible case that the armed forces are making 
progress. The arrival within 50 miles of 
Baghdad in less than a week is, by most 
measures, à success. 

More importantly, Mr Bush's team is 
now supported on the nation's television » 
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> screens by seasoned generals, rather than 
ideological armchair hawks. While va- 
rious political types had talked about a 
short war, the generals have always been 
more realistic. Some Washington hawks 
thought a mere 30,000 troops would be 
enough (because arming the Iraqi opposi- 
tion would be enough). The Pentagon mer- 
cifully ignored them and sent roughly ten 
times that amount; indeed the debate this 
week turned to whether that was too few. 

The administration’s message—both in 
words and deeds-is also now more som- 
bre. When the White House this week pre- 
sented its spending request to Congress to 
finance the war, asking for $75 billion over 
the next six months, it made it clear that it 
was planning for a long conflict. Of the to- 
tal, $53 billion is to deploy and maintain 
troops in Iraq—enough to keep the full 
force in place for five months. 


Not going all his way 

Yet the White House is not managing 
everything to its satisfaction. On day 
seven, the Senate voted to halve President 
Bush's tax cut, passing an amendment re- 
ducing it from a proposed $726 billion to 
$350 billion. Several moderate Republi- 
cans, worried about the cost of the war 
(and reconstructing Iraq), voted with the 
Democrats. This does not necessarily 
mean the tax cut will be halved: Senate Re- 
publicans are vowing to put some of the 
cuts back, and a final bill has to be agreed 
with the House of Representatives, which 
passed the full tax cut. Still, this was a do- 
mestic defeat for the president and sug- 
gests that, politically, he will not be able to 
have both a war, and his whole tax cut. 

The nature of America's support for the 
war may also pose a dilemma for Mr Bush. 
Americans seem to be sticking to their vic- 
tory-at-all-costs tradition. At present, there 
is no conflict between that and the limited 
campaign the allies are trying to fight. But 
should things worsen, Americans might 
demand that their generals use the sort of 
overwhelming force they are now trying 
to avoid. 

This might seem far-fetched but it is not. 
Mr Hussein may well try to lure America 
into a battle of Baghdad in the belief that 
heavy casualties will persuade Mr Bush to 
sue for a settlement. In 1990, Saddam told 
the last American ambassador to Bagh- 
dad, April Glaspie, “your country has nei- 
ther the political will, nor the tenacity, to 
sustain 10,000 deaths in the desert." That 
looks like a miscalculation. If Baghdad 
does indeed turn into a bloodbath, Ameri- 
cans are just as likely to turn against the 
limited — strategy-demanding heavy 
bombing and more lethal force—as they 
are to turn against the war itself. 

The domestic problem for Mr Bush 
may not be waning support for war, but 
public insistence on the sort of all-out vic- 
tory that might alienate world opinion. m 


The televisual war 


A step forward 


WASHINGTON, DC 
Americans are seeing war in a new way 


IGHT-OWLS who stayed up watching 

CNN into the early hours of Monday 
morning, March 24th, saw something un- 
precedented: a televised battle, broadcast 
as it happened, without censorship or in- 
terruption. It was, like all battles, compel- 
ling and chaotic. The camera peered along 
the soldiers’ gun sights. It lurched wildly as 
troops and cameraman dived for cover. It 
showed that the war in Iraq really is the 
first televised war. 

That claim was made about the first 
Gulf war, too. But the coverage, argues Ste- 
phen Hess of the Brookings Institution, 
was different. The memorable footage 
from 1991—smart bombs disappearing 
down chimneys-came from the Pentagon. 
Armchair generals relied on briefings. 

This time, more than 500 journalists 
are *embedded"-that is, living with the 
troops, filming and reporting the grunt's 
eye view. Nearly 1,500 more journalists 
are covering the war independently. This 
changes the balance between reporters 
and the armed forces: newsmen now have 
information of their own. Correspondents 
ride around in tanks or scurry into bunkers 
at a chemical-weapons' alert. One stuck a 
microphone under the nose of a soldier 
who had just been injured in combat. The 
US Army received a videotape of a heli- 
copter crash from a correspondent. 

That does not mean the Pentagon's con- 
trol over coverage has disappeared. Press 
watchers worry that reporters, who de- 
pend on the soldiers and sailors around 
them for their lives, will bond too closely 
with their unit to remain impartial. The 
Pentagon's communication staff swears it 
will not stop anyone broadcasting mat- 
erial that might embarrass the generals— 
though this promise is yet to be tested. 

Instead, the real problems result from 
the Pentagon's basic decision to allow 
wider access. In the first Gulf war, every- 
one depended on the Pentagon, whose in- 
formation sometimes turned out to be 
wrong (remember claims that Patriot mis- 
siles had “near-perfect” accuracy?). A big 
reason why the Pentagon changed its pol- 
icy was that this damaged its credibility. 

Now, the problem is that so many jour- 
nalists are broadcasting snippets from the 
front, itis hard to get a broad, accurate read- 
ing of what is happening. The Pentagon 
had hoped the process of embedding 
would educate correspondents in the reali- 
ties of war and reduce their tendency to 
obsess about disasters. So far, the results 
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Through a glass, darkly 


have been mixed. 

The American networks and cable 
companies have refused to broadcast grue- 
some pictures of dead Americans and 
American prisoners-of-war. On the other 
hand, the first days of conflict-when 
American tanks raced through an empty 
desert—were described as a triumph. The 
next few were described in overly pessi- 
mistic terms as reporters focused on the 
personal tragedies of American casualties. 

The presence of embedded reporters is 
having another more worrying result: 
Americans are watching a different war 
from everyone else. More than three-quar- 
ters of embedded correspondents are 
American. The networks and cable chan- 
nels rely on them, so Americans see even 
more of their troops than usual. 

Non-American broadcasters rely more 
on independent crews, and spend more 
time reporting on the Iraqis. They thus see 
more casualties than American viewers 
do. To get a feel for that, Americans have to 
log on to internet sites. For instance, one 
website in Baghdad (dear raed.blog- 
spot.com) says: “The images al-Jazeera is 
broadcasting are beyond any description. 
What was most disturbing are the images 
from the hospitals. People were lying on 
the floor with bandages and blood all 
over. If this is what ‘urban warfare’ is going 
to look like, we're in for disaster." 

On balance, reporting of the war in 
America has benefited from the unprece- 
dented access. It is likely the Pentagon will 
benefit, too. But the generals opened up 
Operation Iraqi Freedom to scrutiny in or- 
der to win over hearts and minds in Iraq as 
well as in America. That laudable aim is 
probably not yet being achieved. m 
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Arab-Americans 


Under suspicion 


CHICAGO 


Worried about a country to which they fled as a safe haven 


S AMERICAN soldiers fan out across 
the Iraqi desert, government troops of 
another sort are fanning out across Amer- 
ica. Under Operation Liberty Shield, FB1 
agents have conducted about 5,200 “vo- 
luntary" interviews with Iraqi-born peo- 
ple over the past two weeks. Another 
6,000 chats are planned with Iraqi-Ameri- 
cans in their homes and workplaces. So far 
nobody has declined. 

Iraqis in America seem to have a schizo- 
phrenic approach to the war. Few support 
Saddam Hussein; plenty, including the 
Shia Muslims who fled after the 1991 war, 
have suffered at his hands. Yet most seem 
to oppose what they see as an unneces- 
sary invasion. They worry about their 
families, and they see a double standard in 
America's treatment of Iraq and Israel, 
which has also ignored some United Na- 
tions resolutions. 

In the Detroit suburb of Dearborn, 
which contains America's largest Iraqi 
community, “most people are ducking for 
cover," says Ismael Ahmed, the executive 
director of ACCESS, a local social-services 
agency. Business is off at the restaurants 
along Warren Avenue. 

Mixed feelings capture the mood of 
many other Arab-Americans. A general 
sense of helplessness is about the only 
thing that brings together such a heteroge- 
neous group. The 2000 census lists 1.3m 
Arab-Americans (roughly double the 


Dearborn prays for understanding 


number in 1980), although some estimates 
put the number three times that high. 
About 70% of them are Christian, though 
the more recent immigrants are Muslims. 

Are they right to be worried? Reports of 
possible hate crimes, such as a recent ex- 
plosion in front of a Palestinian home in 
Chicago, have been seized upon. But there 
is no evidence of any national increase in 
such attacks since the war began. After 
September 11th, George Bush condemned 
any attacks on Arab-Americans. 

Now, however, the talk is less of Mr 
Bush's words than his attorney-general's 
actions. Since John Ashcroft’s USA Patriot 
Act was passed in October 2001, there has 
been a spate of arrests, deportations and 
interviews in Dearborn. Arab-Americans 
are now worried about a draft version of 
"Patriot II", which, they say, would permit 
secret arrests, secret evidence in trials and 
other things that many of them once fled. 

As for Operation Liberty Shield, which 
is supervised by the new Homeland Secu- 
rity Department, some Arab-Americans 
seem to accept interviews with Iraqis as 
justifiable in a time of war. They are more 
worried about the power Liberty Shield 
gives the government to detain for up to six 
months asylum-seekers from countries 
"where al-Qaeda, al-Qaeda sympathisers, 
and other terrorist groups are known to 
have operated". The government has not 
said which countries are covered, but the 
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Lawyers Committee for Human Rights 
reckons the policy applies to 33 countries, 
including not only Iraq and Iran but also 
Thailand and Bangladesh. 

More encouragingly, other parts of the 
government are trying to woo Arab-Amer- 
icans. The State Department has recruited 
Iraqis for a "Future of Iraq Project" to help 
plan the rebuilding of their homeland. The 
Pentagon has recruited thousands of Iraqi 
exiles to work as interpreters and prison 
guards. A steady stream of senior officials 
from both the State Department and the 
Pentagon, including Paul Wolfowitz, have 
visited Michigan to meet exiles there. 

But for the moment the mood is bleak— 
even when it comes to entertainment. “I’m 
one of 12 Arab comedians in America," 
deadpans Ray Hanania, a stand-up comic. 
"But all the others are in jail.” m 


Sodomy laws and the Supreme Court 


The end is nigh 


How the zeal of Texan policemen may 
change discrimination laws forever 


OUSTON's police were taking no 

chances. A panicky neighbour had 
justcalled to say thata man with a gun was 
"going crazy" in John Lawrence's apart- 
ment. But when police burst in they found, 
not a crazed gunman, but Mr Lawrence 
and his friend Tyron Garner having sex. 
Relieved and no doubt red-faced, the cops 
might have slipped away. Instead, they ar- 
rested the two men under Texas's rarely- 
enforced Homosexual Conduct Law and 
held them overnight in jail. A judge later 
fined them $200 each. 

More than four years later, this sorry lit- 
tle incident has become one of the most 
important anti-discrimination cases to be 
brought to the Supreme Court for decades. 
In a hearing before the court this week, the 
state of Texas defended its law against a 
powerful challenge from lawyers for the 
Lambda Legal Defence and Education 
Fund, a gay-rights group which has taken 
up Mr Lawrence's and Mr Garner's case. 
The outcome will decide the fate of similar 
laws in 12 other states, but will also have 
wider effects. If the court rules broadly 
against the law, it could establish a basis to 
challenge bans on same-sex marriage 
(which exist everywhere except Vermont), 
and to make illegal most other kinds of dis- 
crimination against gays. 

The case, which has rallied America's 
gays and gathered predictable support 
from various civil-liberties groups, has 
posed a dilemma for political conserva- 
tives. Gay-rights campaigners have found 
some strange allies among leading liber- » 
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Garner and Lawrence may change the law 


> tarian groups, such as the Cato Institute 
and the Institute for Justice, which have 
filed briefs supporting Mr Lawrence's and 
Mr Garner's challenge to the Texas law, ar- 
guing that the government has no busi- 
ness meddling in the bedroom. 

Opposing them have been the Ameri- 
can Centre for Law and Justice, a group 
founded by preacher-politician Pat Robert- 
son, as well as the Family Research Coun- 
cil and other socially conservative groups. 
They maintain that the Texas law is a rea- 
sonable means of promoting and protect- 
ing the institution of marriage. Given this 
split in conservative ranks, it is hardly sur- 
prising that the Bush administration has 
decided to stay out of the case. 

Mr Lawrence's and Mr Garner's law- 
yers argue that Texas's law violates the 
constitution in two ways: by breaching 
their rights to liberty and privacy, and by 
denying them the equal protection of the 
law, both guaranteed by different provi- 
sions of the Fourteenth Amendment. They 
go on to ask the court to overturn a contro- 
versial 1986 decision by the court, Bowers v 
Hardwick, which upheld a Georgia so- 
domy law which Georgia's own Supreme 
Court has since overturned. 

Texas's lawyers counter that the law's 
aim is to uphold "the long-standing moral 
traditions of the state against homosexual 
conduct", and that this should override the 
two men's privacy interests. Moreover, the 
state goes on to argue that the law does not 
discriminate on the basis of gender- 
which would almost certainly lead the 
court to overturn it-because it applies 
equally to men and women. 

Many observers believe that Mr Law- 
rence and Mr Garner have a good chance 
of winning the case. But much depends on 
what reasons the justices give. The most 
obvious route for them to take is to over- 
turn the law on privacy grounds. A long 
string of Supreme Court privacy prece- 
dents could easily support such a ruling, 
which would also overturn sodomy laws 
in other states. 

Such a decision would be an important 
symbolic victory for gay activists, but it 
would not change the lives of most gay 
people, because these laws, however nox- 


Boston's new bridge 


Can't call it that 


BOSTON 


The name's longer than the bridge 


Ib A city that clings to old ballparks and 
old brick, Boston's new bridge, which 
opens for traffic this weekend, seizes the 
eye. Its criss-crossed cables make one 
think of a sailing ship's masts. And its 
near-completion is proof that the Big 
Dig, the city's decade-old road-construc- 
tion project, will some day, please 
heaven, draw to a close. 

It took years for people to say any- 
thing nice about the Big Dig, a $14.6 bil- 
lion slog that has plagued Bostonians 
with traffic jams and cost over-runs. But 
stodgy Boston has heaped uncharac- 
teristic love on this northernmost piece 
of the project, which spans a fairly nar- 
row bit of the Charles River. Last May 
tens of thousands of people stood for 
hours in the rain for a chance to walk 
from one end of the bridge to the other. 

The only controversial thing about it 
is its name: the Leonard P. Zakim Bunker 
Hill Bridge. The argument began in 1999, 
the year of the death of Leonard Zakim, 
the leader of the local Jews' Anti-Defa- 
mation League. The state's governor de- 
clared that Zakim, who had built bridges 
among races and religions, deserved a 
real bridge in his name. But the idea 
went over poorly in Charlestown, a 
working-class Irish area next door, 
where people complained that they had 
been promised a tribute to their neigh- 
bourhood and to the Revolutionary War 
battle of Bunker Hill, which took place 
there. A Jewish name was wrong for the 
bridge, it was said, since no Jews had 
fought at Bunker Hill (in fact, one did). 

It took a month of wrangling before 
the politicians compromised on the un- 
wieldy double name. But few people in- 
tend to spend nine syllables on a bridge, 
so the fight for nicknames has been 
fierce. There are T-shirts touting the 
“Bunker Hill Bridge". “zBH” is another 
effort. Radio traffic reporters, who often 


ious in theory, are rarely enforced. But the 
peculiar nature of the Texas law gives the 
court an opportunity for a far more sweep- 
ing judgment. The law is one of only four 
in the nation which specifically criminal- 
ise homosexual sodomy, rather than so- 
called "deviant" behaviour between het- 
erosexuals as well. If Mr Lawrence had 
been engaged in the same sex act with a 
woman, in other words, he could not have 
been charged with a crime. 

If the court rules that this feature of the 
Texas law means the two men's rights to 
"equal protection" have been violated, 
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have the last word in these matters, have 
started calling it “the Zakim". 

Boston may soon be having another 
name quarrel, this one over the Big Dig's 
main feature, the soon-to-be-opened 
tunnel under the city. Some people as- 
sumed it would be called after “Tip” 
O'Neill, a Democrat who was speaker of 
the House of Representatives in Wash- 
ington, and raised much of the money 
for the project. But the new Republican 
governor, Mitt Romney, wants to call it 
the Liberty Tunnel. The critics grouse 
that, though the name may fit the cur- 
rent wartime spirit, it doesn't feel really 
Bostonian. Our suggestion: "The Tip". 





Looks good, sounds divided 


Lawrence v Texas could turn out to be a 
landmark decision, as important for ho- 
mosexuals as Brown v Board of Education, 
the 1954 decision which outlawed racial 
segregation in state schools, was for blacks. 
Such a ruling in this case would in effect 
equate discrimination on the ground of 
sexual orientation with sexual and racial 
discrimination. By this standard, bans or 
restrictions on gay marriage, adoption, 
employment and service in the armed 
forces would be likely to topple—all thanks 
to the Houston police's over-zealousness 
four years ago. 8 
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Tactful or not, Donald Rumsfeld is the face of America at war 





ONALD RUMSFELD is the most important secretary of de- 

fence since Robert McNamara in the Vietnam era: a 70-year- 
old veteran-cum-visionary charged with reorienting America’s 
military machine from containing communism to fighting terro- 
rism. He already has one war in Afghanistan under his belt. Now 
he has committed American troops to a war in Iraq that could 
keep them engaged in the region for years. If all roads in Iraq lead 
to Baghdad, all roads in Washington now lead to the Pentagon. 

It was not always so. Before the terrorist attacks on the twin 
towers and the Pentagon, Mr Rumsfeld looked like an extinct vol- 
cano, On September 7th 2001 the Washington Post ran an article 
speculating on possible successors. But from the moment he 
raced out of his office to tend to the wounded he was trans- 
formed into a national hero. His straight talk and steely confi- 
dence proved to be just the tonic the country needed. His press 
conferences became compulsory viewing. A man who has seen 
only two films in years—“Saving Private Ryan” and “Black Hawk 
Down”-—found himself treated as a matinée idol. 

The articulator-in-chief has been just as active in shaping 
long-term strategy. From the first he pushed for an all-out war on 
terrorism rather than just a surgical strike on al-Qaeda. He had 
been pointing for years to the dangers that could come from ex- 
plosive dictatorships such as Iraq and from the spread of weap- 
ons of mass destruction. September 11th confirmed his 
Hobbesian view of the world. 

Why has Mr Rumsfeld proved so successful in rallying Wash- 
ington behind his vision? It is tempting to argue that he owes it 
all to Jacques Chirac. French intransigence helped to confirm 
George Bush's worst suspicions about the United Nations. Even 
now, the entente discordiale continues: if anybody is doing more 
than Rummy to keep the UN out of rebuilding Iraq, it is Jacques. 
But most of it comes down to Mr Rumsfeld himself. 

Begin with his talents, which include an extraordinary 
combativeness (he was once the All-Navy Wrestling Champion) 
and a wealth of experience. Elected to Congress in 1962, he was 
ambassador to NATO under Richard Nixon, and then chief of 
staff and defence secretary under Gerald Ford, and has held 
grand-sounding jobs ever since (including meeting Saddam Hus- 
sein as Ronald Reagan's special envoy to the Middle East). He is 


not-so-quiet American 


both the youngest and oldest secretary of defence in American 
history. Henry Kissinger-no mean draftsman in the darker arts 
of politics-described the young Rumsfeld as “a skilled full-time - 
politician-bureaucrat in whom ambition, ability and substance i. 
fuse seamlessly." An operator, in other words. d 
But the deeper reason for Mr Rumsfeld's influence in the | 
White House is ideological. He is “one of us" in a way that Colin | 
Powell could never be. Mr Rumsfeld is one of the most conserva- | 
tive members of a conservative club. His congressional voting re- | 
cord received a 100% rating from conservatives and a 4% rating |. 
from liberals. He is also a CEO in a club of ceos. As chief execu- |. 
tive of G.D. Searle in the early 1980s, he quintupled the drug | 
company's share price by pioneering techniques that other Bush | 
cabinet members were promptly happy to copy: downsizing, de- | 
layering and selling off non-core businesses. Mr Rumsfeld is par- 
ticularly close to his fellow ex-ceo and one-time protégé, Dick 
Cheney, who succeeded him as President Ford's chief of staff. 


Sun king or Sun Tzu? 

Noone can doubt Mr Rumsfeld's success in amassing power. But 
how successfully has he wielded it? The accusations againsthim | 
have been launched in two waves. The longstanding barrage~ |. 
mainly dispatched from doveish quarters—is that he has wilfully 
antagonised allies and sabotaged diplomacy. The fresher as- 
sault, which comes from generals as much as politicians, is that 
he has underestimated the difficulty of removing Saddam Hus- |. 
sein. Mr Rumsfeld, they whisper, is a classic victim of "sun-king |: 
syndrome”—a near universal malady among bosses of all sorts 
that leads them to overestimate their own abilities and underes- |. 
timate everybody else's. 1 

The diplomatic charge is, to put it politely, hard to rebut. Mr | 
Rumsfeld may be right that America's policies should dictate its: 
coalitions rather than the other way round, but his fondness for 
throwing rhetorical hand grenades such as that crack about "old. 
Europe", accurate though history may find it, has hardly helped 
the collecting of allies. His forthright style has reinforced latent 
fears of American imperialism, maybe to the cost of his troops 
now. The current war would have been easier if Turkey had 
given America permission to use its ground bases. 

What about Rummy the war leader? His relationship with 
the armed forces may be better characterised as "creative ten- 
sion" than sun-king arrogance. In Afghanistan he was largely | 
right to push Tommy Franks to make bolder use of air powerand | 
special forces (though more ground troops might have made it. |. 
easier to capture al-Qaeda's leaders). In Iraq the jury is still out, 
but the argument between Mr Rumsfeld and the generals may 


well have produced a sensible compromise. Mr Rumsfeld even- | 
tually accepted the generals’ assessment that a war on Saddam |. 


needed 250,000 troops in the region; General Franks agreed to a. | 
much bolder attack than he had originally intended. e 

Mr Rumsfeld likes management maxims. One of "*Rumsfeld's | 
rules" is: “Don’t divide the world into ‘them’ and ‘us’.” He has 
clearly failed on that. Another is: "Visit with your predecessors | 
from previous administrations. Try to make original mistakes, |. 
rather than needlessly repeating theirs." Which leads us back: 
Mr McNamara, another ex-CEO with a boundless ego and a taste | 
for slicked-back hair, rimless glasses and high-tech warfare. | 
Whether Mr Rumsfeld is breaking yet another of his rules, and 
needlessly repeating Mr McNamara's mistakes in Vietnam all - 
those years ago, we shall soon discover. 8 
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Redrawing the federal map 


MEXICO CITY 


Long a fiction, Mexican federalism has become a political reality, but not yet a fiscal 


one. That carries dangers 


EXICAN pedants like to point out 
that their country's correct name is 
the Estados Unidos Mexicanos—with the 
stress firmly on the first two words. But the 
official claim that the country is a union of 
federal states was long mendacious. 
Rather, for most of the seven decades of 
rule by the Institutional Revolutionary 
Party (PRD, Mexico was a highly central- 
ised one-party polity. State governors, and 
even many mayors, were named by the 
president and answered to him, even if 
they were duly elected, by fraud if need be. 
In a modernising country of 100m, this 
became impossible to sustain, especially 
as Mexico evolved into a multi-party de- 
mocracy (see map). Vicente Fox, whose 
victory in Mexico’s presidential election of 
2000 finally ended one-party rule, is 
pledged to devolve power. One of the 
founding principles of his conservative 
National Action Party (PAN) was the de- 
fence of local autonomy. Back in 1989, it 
made the first serious dent in the PRI's mo- 
nopoly of power when it won the gover- 
norship of the border state of Baja Califor- 
nia Norte; the new governor promptly 
challenged the fiscal settlements handed 
down to him from the presidency. Mr Fox 
himself was later a successful governor of 
Guanajuato state. Carlos Medina Plascen- 
cia, a PAN senator, argues that Mexico’s 
2,470 municipalities should govern them- 
selves with “the minimum necessary in- 
terference from the federal government”. 


Federalism is more widely in fashion in 
Mexico. Ernesto Zedillo, Mr Fox's prede- 
cessor, devolved management of educa- 
tion to the states (though the centre still 
controls the education budget). The main 
parties each try to outdo the others in their 
enthusiasm for local democracy. But as 
with so many other policies, Mr Fox is 
finding it hard to turn rhetorical support 
for federalism into real change. Ironically, 
thatis because his own power is curbed by 
the opposition’s control of Congress. 

Power may be dispersed, but money is 
not. About 80% of federal revenues are ap- 
propriated by the centre; most of the rest 
falls to the states, though 5% is spent by the 
municipalities. In Brazil, by contrast, the 
federal government controls only around 
half of total government revenues. 

Under Mexico’s law of “fiscal co-or- 
dination”, the states’ powers to raise local 
revenues are restricted. They consist 
chiefly of fairly small taxes on payrolls and 
on cars; municipalities must rely on sym- 
bolic property taxes. At one extreme, the 
Federal District, the quasi-state which in- 
cludes much of Mexico City, raises about 
45% of its $8 billion budget itself. Most 
states are at the other extreme—lucky if 
they gather 10% of their spending. 

For the other 90%, they must rely on 
federal transfers, divided up under a no- 
toriously complicated formula dating 
from 1980. Each state’s slice of the pie is 
fixed by its past share, its population and 
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its local tax revenues, though several poor 
states, such as Chiapas, get a bit extra. 

Many states have a vested interest in 
blocking change. They fear that they 
would be losers under any devolution of 
tax-raising powers. The exceptions are the 
richer, faster-growing states of parts of the 
north (many governed by the PAN). 

Predictably, rather than seek new reve- 
nue-raising powers, the governors are 
pressing for a bigger chunk of federal 
funds. To do so, Ricardo Monreal, the 
young governor of Zacatecas, in 1999 set 
up an umbrella group of governors from 
his leftish Party of the Democratic Revolu- 
tion (PRD). Last year, this evolved into a 
powerful all-party lobby group called the 
National Conference of Governors (Co- 
nago). Not coincidentally, since 1999 the 
governors have extracted a slowly rising 
share of the national budget, though it 
slipped slightly this year. Earlier this 
month Mr Fox, in a nod to the rísing influ- 
ence of the governors, attended a Conago 
meeting- "to listen”, he said. 

But if federalism is really to mean more 
in Mexico, the states will have to shoulder 
more of the financial responsibility for 
their political ambitions. That requires 
changing the fiscal co-ordination law. 
Even optimistic federalists do not expect 
this to happen soon. So local politicians 
are looking at other ways to raise money. 
The Federal District is experimenting with 
what it calls *off-budget revenues", such as 
allowing advertising on bus-stops. Early 
next month, Tlalnepantla, a PAN-gov- 
erned municipality encompassing some 
of the prosperous northern suburbs of 
Mexico City, plans to issue a $9m munici- 
pal bond to finance a water-conservation 
project. It will be Mexico's first municipal 
bond not guaranteed by the federal gov- 
ernment. Tlalnepantla has turned instead 
to the International Finance Corporation, » 
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> the private-finance arm of the World Bank, 
for a $3m guarantee. 

Unless it achieves an overarching new 
federal pact reassigning responsibilities 
and revenues, Mexico may lose more than 
it gains by piecemeal devolution. Mr Fox 
argues that if states are to get more federal 
money, they must clean up their adminis- 
trations and submit to independent au- 
dits. In addition, Mexico's hard-won and 
still recent reputation for fiscal responsibil- 
ity could be at risk. Already, the governors 
have been pressing for Congress to exempt 
transfers to the states from provisions un- 
der which the Finance Ministry can auto- 
matically trim public spending when oil 
revenues fall. No wonder officials have 
mused in public about whether to rename 
the country just plain Mexico. m 


Crime in Brazil 


Gangs v the state 


SAO PAULO 


The shocking murders of two judges 


HE most dangerous job in Brazil, it 

seems, is not chasing criminals but 
handling those already in prison. Two 
judges with that responsibility were mur- 
dered this month, one in upstate Sào 
Paulo, and the other in Espírito Santo, a 
small coastal state notorious for crime and 
corruption. Brazil has lethal criminal gangs 
and a high murder rate. But, until recently, 
judges had been spared. The murder of 
two within ten days looks to Brazilians like 
a declaration of war against the state by or- 
ganised crime. 

If so, the prisons are the front-line. 
Many have become headquarters for 
gangs. Sào Paulo's most notorious crimi- 
nal gang, the Primeiro Comando da Capi- 
tal (PCC), was formed by prisoners in re- 
sponse to appalling prison conditions. It 
now runs several rackets, including drugs 
and kidnapping. Many of its leaders are in 
jail, as are bosses of some Rio de Janeiro 
gangs, the country's most powerful. That 
does not impede them: prisoners who can 
afford to bribe their jailers expect such in- 
dulgences as cell phones and "intimate 
visits" from wives and girlfriends. 

Both the murdered judges favoured 
sterner regimes. In Sao Paulo, António José 
Machado Dias was responsible for a high- 
security prison whose austere routine ex- 
cludes conjugal visits and restricts fraterni- 
sation. Fernandinho Beira-Mar, a drug- 
trafficker whom the authorities hold 
responsible for recent bomb attacks in Rio, 
was moved there a fortnight before Judge 
Dias's murder. But police suspect the judge 
was killed by the Pcc. In Espirito Santo, 


Alexandre Martins de Castro received 
death threats after probing the illegal 
granting of leave to prisoners. He also or- 
dered the transfer of a retired police colo- 
nel, allegedly a professional assassin, to a 
prison in the Amazon state of Acre. 

The murder of the judges, some people 
think, points not to an enfeebled state but 
to a newly determined one. They are a con- 
sequence of “the change of posture of pub- 
lic power in confronting organised crime", 
says Alexandre de Moraes, Sao Paulo's 
secretary of justice. 

But toughness alone will not work. Bra- 
zil's law-enforcement apparatus is riddled 
with defects, from the sloppy way crimes 
are recorded to the ridiculous workload of 
the supreme court, which made 83,000 
rulings last year. The mobsters have infil- 
trated the state. In Espírito Santo, several 
police chiefs and politicians are in the pay 
of gangs. A former president of the state 
legislature was arrested in February. Of 
ten people held in connection with Judge 
de Castro's murder this week, four were 
policemen; they were later released. 

For years, Congress has been mulling 
reforms, including giving prosecutors 
more control over police investigations 
and restricting jail sentences mainly to 
those convicted of violent or serious 
crimes. But Congress dislikes confronting 
powerful lobbies, such as the police. The 
new left-leaning government of President 
Luiz Inácio Lula da Silva seems intent on 
drafting fresh reforms of its own. Many 
Brazilians hope that this time reforming in- 
tent produces swift action. 8 


Politics in Canada 


All about Eves 


TORONTO 
A stunt turns sour on Ontario's premier 


T IS an idea that might tempt many an 

unpopular finance minister. Instead of 
exposing the annual budget to the scrutiny 
of legislators, why not turn it into a happy 
photo opportunity among friends? That is 
the brainwave that occurred to Ernie Eves, 
the Conservative premier of Ontario, Can- 
ada's largest province. But it is one that he 
is likely to rue. 

At mid-week, Mr Eves was sticking to 
his plan to announce the budget on March 
27th to a carefully screened audience at the 
suburban training centre of a car-parts 
maker, whose owner happens to be a do- 
nor to the Conservatives. Mr Eves's hand- 
lers spun the idea as an exciting evolution 
of parliamentary tradition. To many oth- 
ers, it looked like a violation of it. 

The Conservatives have ruled Ontario 





Would you buy a used budget from him? 


since 1995, but their current term is draw- 
ing to a close. Mr Eves is said to be contem- 
plating a spring election, but he has a pro- 
blem: his party has long trailed behind the 
Liberals in the opinion polls. This month, 
Mr Eves announced a surprise recess for 
the provincial parliament, until April 3oth. 
The purpose? To avoid subjecting his ad- 
ministration, and its budget, to opposition 
questioning, it seems. 

The opposition was predictably out- 
raged. So was the Canadian Taxpayers’ 
Federation, usually a loyal supporter of 
the Tories. The most damaging criticism 
was even less expected: Gary Carr, the 
speaker of Ontario's parliament and a vet- 
eran Conservative, said voters “should 
start to question [Mr Eves's] ability to gov- 
ern when he makes decisions like this." Mr 
Carr has called on the Conservative cau- 
cus to vote against the budget when it is 
sent to the house in late April. But it may 
never get there: Mr Eves may use its tax 
cuts and promised extra health spending 
as a springboard to an election that many 
expect to be called for mid-May. 

Whenever it is held, it will be an uphill 
battle for the Tories. When finance minis- 
ter from 1995 to 2001, Mr Eves was at the 
forefront of the Conservatives’ “common- 
sense revolution”, slashing taxes and 
spending alike. But the Tories have since 
lost steam, direction and popularity. As 
premier, Mr Eves has nudged the govern- 
ment towards the centre. He cancelled a 
plan to privatise electricity generation, and 
increased spending on education. 

But the voters seem unmoved. The pre- 
mier’s personal image has not helped. He 
is a dandy, who admits to spending 
C$25,000 ($16,900) per year on clothes. 
His voice has been unkindly compared to 
that of “a small, angry dog barking at hub- 
caps”. So Mr Eves badly needs a good- 
news budget to launch his campaign. But 
now it is likely to be remembered mainly 
for where it was held. m 
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Congo's wars 





Peace, they say, but the killing goes on 


BUNIA 


Against a vile background of slaughter, Congo is supposed to be getting a new 


unified government 


ESIDE the cooling ashes of his home, 
Ruhigwa Likoka spades earth on to the 
lacerated bodies of his four small children. 
The pale green hillside where Mr Likoka 
lives is deserted. His neighbours have fled 
the tempest of tribal killing that has raged 
through Ituri, a province in north-eastern 
Congo, in recent months. As he buries his 
family to the whistle of birdsong, Mr Li- 
koka has no idea that Congo's civil war 
was supposed to have ended this month. 
Congo's war is horrible and complex. 
To simplify: this enormous and never sta- 
ble country fragmented in 1998, when 
Rwanda and Uganda invaded to topple the 
Congolese government. Zimbabwe, An- 
gola and Namibia sent troops who saved 
the regime, but left the invaders in control 
of much of the country. All parties then 
proceeded to loot Congo's minerals, as in- 
numerable local militias slaughtered and 
pillaged. Rwanda and Uganda, once allies, 
fell out and fought on Congolese soil. Their 
conflict did not last long, but the two coun- 
tries remain bitterly at odds. In all, perhaps 
3.5m people have died as a result of the 
war, mostly of disease or starvation. 
Lengthy peace talks culminated in 
pacts between Congo, Rwanda and 
Uganda, and a power-sharing deal with 
their leading rebel proxies. A new “transi- 
tional” government was to have been 
formed this month, giving Congo its first 
unified administration in almost five 
years, and eventually leading to elections. 
But it has been postponed until next 


month, and the violence in Ituri may derail 
the whole process. 

Uganda had promised to withdraw its 
last 1,000 troops from Congo by March 
20th. But on March 6th it reoccupied Bu- 
nia, Ituri'S capital, and a dozen airstrips 
and villages nearby. To justify its actions, 
the Ugandan government cited an attack 
by a vicious bunch of rebels, the Union of 
Congolese Patriots (UPC), one of several 
anti-Ugandan factions in Ituri it accuses 
Rwanda of arming. 

Rwanda, which officially withdrew 
from Congo in October, is now threaten- 
ing to reinvade. According to the Interna- 
tional Crisis Group, a think-tank, around 
5,000 Rwandan soldiers never left, having 
been seconded to its main rebel proxy, the 
Rally for Congolese Democracy (RCD). 
These rebels, apparently reinforced by 
more Rwandan regulars, are now moving 
north towards Ituri. Rumours abound that 
Rwanda and Uganda will soon come to 
blows again—or that Rwanda will launch a 
new offensive against its Congolese ene- 
mies, thus reactivating the war. No one is 
sure. Britain, which gives slabs of aid to 
both Rwanda and Uganda, is trying to 
calm matters. 

Meanwhile, in Ituri, the war has made 
old tribal squabbles much bloodier. The 
province'stwo main tribes, the cattle-herd- 
ing Hema and the seed-sowing Lendus, 
used to bicker intermittently. Now they 
howl for each other's extinction. A decade 
ago, Uganda selected the Hemas for its 
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business partners in mineral-rich Ituri. 
Since the war began, it has armed several 
Hema militia groups. Last year, it created 
the UPC, which is Hema-based, only to see 
it switch its allegiance to Rwanda. 

Uganda then befriended a resentful 
rabble of Lendu militias. These leopard- 
skin-swathed warriors were allowed to 
join its troops on a triumphal rampage 
through Bunia on March 6th. Plucking 
Lendu arrows from his office walls, a UN 
official grumbles that they stole his only 
copy of a UN report on the looting of 
Congo by foreign forces. 

Whichever of Ituri's two tribesis briefly 
in the ascendant has taken revenge on the 
other. In 1999, at least 10,000 people were 
murdered. During the uPc's repellent rule 
over Bunia and its outlying hills, probably 
as many died again. Even as Ugandan mor- 
tars rained on Bunia, the uPc's child-fight- 
ers indulged in one final killing spree. A 29- 
year-old Lendu man tells how his father 
was butchered and his sister stolen. Then 
he lifts his shirt to reveal shotgun wounds: 
with the local clinic charging $17 per pellet 
removed, his recovery will take time. 

The Lendu fighters are just as wild. Mr 
Likoka's children were made to round up 
his cattle for the militiamen, and then 
hacked apart. One drunken Lendu war- 
rior, while firing his submachinegun over 
your correspondent's head from a couple 
of yards away to emphasise a point, stum- 
bled. Happily, no one was hurt. 

The uN's peacekeeping mission in 
Congo is powerless to stem the deluge of 
blood, despite a budget of $600m a year. 
While expressing concern over Uganda's 
failure to withdraw, it has engineered a 
new agreement granting Uganda another 
month's stay in Ituri, on the ground that 
there is no one else to keep order. As it 
turns out, Uganda does appear to be quell- 
ing the killing, at least in Bunia. Townspeo- 
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> dan troops as their "liberators". 

But while Uganda remains in Congo, 
Rwanda seems sure to bar its rebel proxies 
from joining the new government. 
Uganda has probably had enough of 
Congo. It never had as pressing a reason as 
Rwanda to be there: the Rwandans want to 
disarm or kill the remnants of the army 
that carried out the Rwandan genocide of 
1994, who remain hidden in eastern 
Congo's rainforest. Also, whereas Rwanda 
haslooted systematically to pay for its war, 
Uganda has done so haphazardly. And as 
Congo crumbles, it grows harder to plun- 
der: operations at Ituri'S vast Kilomoto 
gold mine, for example, have virtually 
ceased since local peasants started digging 
up its airstrip and panning the dirt for ore. 

The UN is scratching its head for a sol- 
ution. One option under consideration is 
to invite a regional power-probably An- 
gola—to send troops that would not be un- 
der UN control. This would get around the 
unwillingness of rich countries to send 
their troops to die in Congo. The uN force 
is too puny: its peacekeepers usually re- 
treat at the first sound of gunfire. Uganda 
would probably approve such a plan, and 
Rwanda might assent, so long as Angolan 
troops did not come too close to its bor- 
ders. But Congo's government, suspicious 
of Angola's ambitions, could object. That 
would be a disaster for the people of Ituri. 
But Congo's pudgy rulers have never wor- 
ried about ants like Mr Likoka. 8 


Hutu fighters in Congo 


The war of the 
airwaves 


GOMA 
Rwandan rebels are told by one station 
to go home, by another to fight on 


HATEVER happens at the negotiat- 

ing tables, peace will not come to 
Congo until the thousands of Rwandan 
genocide veterans skulking in its eastern 
rainforest are persuaded to lay down their 
arms and return home. Between 15,000 
and 40,000 Hutu fighters, many of them 
eager participants in the 1994 slaughter, 
have been hiding in Congo ever since. 
Their leaders face trial if they ever return, 
but the rank and file are being offered 
clemency and a chance to start a new life. 
Rwanda's current government, dominated 
by Tutsis, the main victims of the genocide, 
would rather have them growing maize in 
Rwanda than armed and plotting in the 
country next door. 

The tricky part is persuading these 
Hutu fighters that they will not be shot if 
they come home. The only medium that 
can reach them is radio, and a propaganda 
war is being fought over the airwaves of 


eastern Congo. 

On one side is "The Sun of the Great 
Lakes", a thrice-weekly programme in Ki- 
nyarwanda, Rwanda's lingua franca, inde- 
pendently produced but transmitted, via 
short wave, by an independent station us- 
ing Austria's state radio facilities. The host 
at Radio Sun, as it is known, is Alexis Nshi- 
miyimana, a Hutu who also happens to be 
a former spokesman for the Forces for the 
Democratic Liberation of Rwanda (FDLR), 
the political wing of the rebels in Congo. 

Soldiers who have nevertheless re- 
turned to Rwanda say that Radio Sun, 
which gives much airtime to those who 
say that Rwanda is unsafe for any Hutu, is 
crucial to rebel morale. It airs ideological 
songs and interviews with FDLR cadres, 
who send their best wishes to “our boys in 
Congo”, warning them that they will be 
enslaved if they go home. This message is 
misleading. Rwanda may not be a model 
liberal democracy, but returning Hutu re- 
bels are treated quite well. Indicted génoci- 
daires face prison, but others head for a 
World Bank-sponsored reintegration pro- 
gramme that includes income support for 
their new civilian life. 

This is the message transmitted daily by 
Radio Okapi, a partnership between the 
UN mission in Congo and Fondation Hi- 
rondelle, a Swiss charity. Produced in Kin- 
shasa and beamed by satellite to relays in 
seven Congolese towns, Radio Okapi be- 
gan broadcasting a year ago, and now of- 
fers listeners a brief report each day. Inter- 
views with people who have returned 
home tout the financial benefits of coming 
home, and messages from family mem- 
bers aim to convince rebels that the time 
for war has passed. 

But Radio Okapi's FM broadcasts reach 
far fewer rebels than Radio Sun's clearer 
short-wave ones. Okapi transmits on short 
wave as well, but not on enough frequen- 
cies to ensure a consistent signal. 

Radio Sun has also had problems, 
mostly to do with money. Its broadcasts 
stopped a year ago, when the Austrian 
government trimmed the aid budget that 
seems indirectly to have supported it. But 
by last autumn, Radio Sun was shining 
once again. 

The suspicion is that the programme is 
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being bankrolled by the Congolese gov- 
ernment, which would be a serious breach 
of the peace accord it signed with Rwanda 
inJuly. Under the terms of this agreement, 
Rwanda withdrew its troops from Congo 
in return for a promise that Congo would 
stop supporting the Hutu rebels. In August, 
says Jean-Marie Nsabimana-Munyam- 
peta, a disgruntled former FDLR official, 
Congo's president, Joseph Kabila, pro- 
duced $30,000 in cash for the express pur- 
pose of relaunching Radio Sun. He specu- 
lates, however, that the alleged payment 
may have been a parting gift, rather than a 
foretaste of future solidarity. 

Mr Nshimiyimana denies receiving 
any money at all from Mr Kabila, adding 
that: "We should be so lucky." Whatever 
its source of finance-and Mr Nshimiyi- 
mana grumbles that itis very hard up—the 
programme is now back on the air. 

Meanwhile, Radio Okapi is trying to 
work out technical problems and improve 
the quality of its short-wave broadcasts. 
UN demobilisation officers are hoping to 
buy some wind-up radios, and use their 
contacts to get them into the hands of fight- 
ers thirsty for outside information. Until 
the war of the air wavesis won, the one on 
the ground seems sure to smoulder on. m 


Israel's security barricade 


Walling them in 


DABAA, QALQILIYA 
The impact of the barrier that Israel is 
building round, and into, the West Bank 


S WAR rages in Iraq, Israel is quietly 
building its own new order in the oc- 
cupied territories. Ariel Sharon an- 
nounced this month that the "security 
fence", now being erected on the northern 
part of the Israeli-West Bank border, 
should also go east, cutting the Palestin- 
ians off from the Jordan valley. More im- 
mediately, the army is recommending that 
the barrier be extended 20km (12 miles) 
into the heart of the West Bank, bringing 
into Israel 40,000 Jews in the three settle- 
ments (Ariel, Kadumim and Emmanuel) 
implanted near Nablus. Mr Sharon has yet 
to approve this, but is expected to. 
The security barricade, begun last year, 
is a vast territorial barrier, sometimes 100 
metres deep, comprising walls, patrol 
roads, electronic fences and earth 
trenches. It is popular in Israel, except with 
a handful of messianic settlers. The right 
sees it as a necessary cordon, sealing off Is- 
rael from would-be suicide bombers. The 
left sees it as defining the future political 
border of a Palestinian state, believing that 
it would follow, more or less, Israel's 1967 
boundary with the West Bank. 
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But so far that line has been observed 
largely in the breach. In some places, the 
barricade cuts as deep as six kilometres 
into Palestinian land, enveloping (so far) 
18,000 settlers in ten settlements. And for 
the "defence" of these settlers, Israel has 
requisitioned some of the best farmland 
and water resources in the northern West 
Bank. Palestinians living near the border 
are already feeling the severe impact on 
their lives and livelihoods. 

Tulkarm and Qalqiliya are now 
hemmed in on three sides by the barri- 
cade. Much of their best agricultural land 
has been declared off-limits to farmers. 
Unemployment has soared. And a quiet 
migration eastwards has begun, with as 
many as 8,000 Palestinians leaving Qalgi- 
liya for pastures new, according to the 
mayor, Mahrouf Zahran. 

Some 20,000 people who live on the 
Palestinian side of the barricade have be- 
come separated from their orchards, farms 
and groves on the Israeli side, with their fu- 
ture rights of access a mystery. Fifteen Pal- 
estinian villages, with 13,600 people, are 
squeezed into a no-man's-land between 
the old border and the barricade, not al- 
lowed to enter Israel and increasingly un- 
able to reach their lands, businesses and 
families in the West Bank. 

Dabaa is one affected village. Chiselled 
into the hills south of Qalgiliya, itis home 
to 250 Palestinians. Most of its farmland 
will lie on the Palestinian side of the barri- 








cade but the village itself will remain on 
the Israeli side, exposed to the widening 
grip of Alfei Menashe, a settlement built 
partly on Dabaa's land and home to 5,000 
settlers. Some 700 olive trees in the village 
have been uprooted to clear a "buffer 
zone" for the settlement, and seven of Da- 
baa’s 42 houses (home to 20% of its people) 
are threatened with demolition. 

“An army officer told me that one day 
the village will have to go,” says the village 
head, Sadik al-Aj. Even if that does not 
happen, Mr al-Aj predicts death by as- 
phyxiation. Dabaais only three kilometres 
from Qalgiliya, on which it depends for 
everything. But the barrier will require la- 
borious circumnavigation by villagers, 
through roads, checkpoints and army-con- 
trolled entrance gates, turning a five-mi- 
nute journey into a five-hour one. 

Mr Sharon is shaping up for a political 
battle over the “roadmap”—the three-year 








plan for ending the Israeli-Palestinian con- 
flict~which calls for the establishment of a 
“provisional” Palestinian state some time 
this year. Mr Sharon accepts the idea of a 
provisional state, but wants it restricted to 
less than half the West Bank. Palestinians 
believe that the barriers Israel is now 
building, and the ones it may be planning 
to build, are borders Mr Sharon hopes to 
turn into a permanent arrangement. W 
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Jacques Chirac 


Can Gaullism work today? 


PARIS 





Historical parallels may be giving comfort—for the time being—to France's 
president in his continuing row with the Americans 


66 TN FRANCE'S view, if itis unthinkable 

that America's war apparatus will be 
annihilated on the spot, there is, on the 
other hand, no chance that the peoples of 
Asia will submit to the law of the foreigner 
who comes from the far shores of the Pa- 
cific, whatever his intentions, however 
powerful his weapons. In short, as long 
and cruel as the ordeal must be, France is 
certain there will be no military solution.” 

So said France’s President Charles de 
Gaulle in Cambodia in 1966, in a speech at- 
tacking America’s policy in Vietnam. The 
American ambassador in Paris, Charles 
Bohlen, immediately sent a telegram to his 
bosses in Washington: “It is extraordinary 
to me that an alleged ally of the us would 
present...so erroneous a picture of cause 
and effect. De Gaulle appears to heap all 
the blame for the situation, its origin and 
development in Indochina, on the us ex- 
plicitly...I realise how unwise it is to an- 
swer de Gaulle publicly but I wonder in 
this case if some corrective measure 
should not be applied. Otherwise the de 
Gaulle version of events will have a high 
degree of acceptance, not only here in 
France but in other countries of the 
world." 

So is history repeating itself in the bitter 
Franco-American divisions over the Iraq 
crisis? Not entirely. For one thing, Presi- 
dent Jacques Chirac, whose political li- 


neage is avowedly Gaullist, does not 
equate Iraq's Saddam Hussein with Viet- 
nam's nationalist-minded Ho Chi Minh. 
For another, he shares the American goal 
of finding and removing any Iraqi weap- 
ons of mass destruction (if not necessarily 
the goal of removing Mr Hussein). And, 
whereas America's Vietnam war lasted for 
years, no French analyst seriously believes 
that Mr Hussein can hold out for more 
than afew weeks atthe most. 

Yet there are enough similarities to dis- 
turb those who have hitherto taken trans- 
atlantic friendship for granted. The dip- 
lomatic exchanges between France and 
America are now, as they were then, icily 
polite at best. Multilateral institutions are 
at risk. Mr Chirac's decision last month, 
along with Germany and Belgium, to 
block NATO help to Turkey recalls de 
Gaulle's famous withdrawal of France 
from NATO's military structure in 1966. 
Most people around the world do, indeed, 
agree with France's current "version of 
events". And American popular sentiment 
is angry. Just as American restaurateurs 
now pour good French wine down the 
drain, so too in de Gaulle's day. 

The question is how long such tensions 
will last this time—-and what will be their 
repercussions. For all their headlines im- 
plicitly denouncing "America's war" (Brit- 
ain and Tony Blair tend to be dismissed as 
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America's poodles), France's journalists 
are well aware that the world has changed 
since de Gaulle's time and that modern- 
day Gaullism has its limits. 

The pro-Chirac L'Express magazine, for 
example, commented recently that though 
one could certainly criticise the way Amer- 
ica and Britain had chosen to go to war, 
and though George Bush's “messianic im- 
perialism" was "disturbing", it was also 
true that "the anti-Americanism gaining 
ground in Europe and encouraging—across 
the world—our diplomacy of pacifism will 
have serious consequences: we have as- 
sumed the responsibility of breaking the 
unity of the democratic world and of rely- 
ing on allies who share little of our values. 
In short, we have deliberately chosen to 
split our natural base and to cosy up to 
countries that do not belong to it. Why?” 

Good question. The official reply is that 
France has done nothing of the sort. Both 
Mr Chirac and his foreign minister, Domi- 
nique de Villepin, stress that France and 
America share the same values and, in 
terms of disarming Iraq, the same goal. 
The difference of approach is one of analy- 
sis and of tactics: Iraq, they say, is not an 
imminent danger; the UN arms inspectors 
should have been allowed enough time to 
do their work; and the risk of a precipitate 
war is that it will breed more of the terro- 
rism that America tries-unconvinc- 
ingly—to link to Mr Hussein. 


Some qualms, then? 

Moreover, France, they insist, never ruled 
out an eventual use of force, and for critics 
to say otherwise is a “false indictment". As 
for the accusation that French obduracy 
has rendered the UN Security Council ir- 
relevant, the retort is that the faultlies with 
the Americans, who always wanted “re- » 
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> gime change” and therefore war, and with 
the British, who went along with the 
Americans and now use France as a scape- 
goat for their failure to find majority sup- 
port within the Security Council. 

But what if the official reply falls on 
deaf American ears? Though Mr de Ville- 
pin and his opposite number, Colin Pow- 
ell, talk regularly enough, albeit in less 
warm tones than before, Presidents Bush 
and Chirac have not telephoned each 
other since February 7th. Moreover, a 
growing minority of voices on the Gaullist 
right are worried that their president's cur- 
rent attachment to a professed pro-UN, 
anti-war principle has put France in a posi- 
tion where it is failing to influence events 
in the Middle East while at the same time 
damaging the idea of a European foreign 
and defence policy—and of course NATO. 

All this may augur ill for French busi- 
ness and its potential role in the re- 


Spain and its regions 


Asking for more 


Now Catalonia joins the queue 


OW far can you stretch Spain’s con- 

stitution before it breaks? Drawn up 
in the late 1970s in reaction against 40 
years of centralist dictatorship, it already 
devolves wide powers to the country’s 17 
regions. Now they want more; too much 
more, say alarmed centralists and plain 
patriots. And this week Catalonia—num- 
ber two (after Andalusia) in population, 
number one in real significance, think its 
citizens—spelled out its notions of just 
how much more. 

The central government already faces 
separatist terrorism in the Basque region, 
and the government there campaigns, 
non-violently, to break away from Spain 
in favour of “association”. In Galicia, 
Spain's north-western corner, the local 
"nationalists"—ie, regionalists—are gaining 
ground, aided by the incompetence of the 
regional and central governments alike 
(both run by the People’s Party) in han- 
dling an oil-slick disaster last autumn. 
And now Catalonia. 

The region, with its 6.3m people and 
the great city of Barcelona, is Spain’s in- 
dustrial heart. It has been run for decades 
by Jordi Pujol, boss-that's the right 
word-of a “nationalist” but non-separat- 
ist coalition of parties known jointly as 
Convergence and Union (civ). He has 
pushed the Catalan language, and has 
fought Madrid over various issues. But he 
has made no real trouble, in part, recently, 
because he needs People's Party help to 
control the Catalan parliament. Now, 
though, he is to retire, and his chosen heir, 
Artur Mas, facing a regional election—and 


construction of Iraq. Hence some behind- 
the-scenes head-scratching by France's 
economics ministry and its big business- 
men on how to ensure access to an Iraqi 
market for which France has been the big- 
gest supplier under the UN's programme 
of limited sanctions. 

Will these Franco-American tensions 
augur ill for Mr Chirac, too? In as much as 
his popularity ratings are linked to the 
economy, perhaps they will But since 
France's prime minister is there to take the 
blame, its president will probably emerge 
unscathed, at least at home. Moreover, 
since President Bush must face the voters 
first, in the 2004 election, it is Mr Chirac, se- 
cure until 2007, who can afford to relax. 
Meanwhile, with his eye on the history 
books, Mr Chirac can cast his mind back to 
the 1966 crisis. Who is better remembered 
worldwide: President Lyndon Johnson or 
Charles de Gaulle? m 


defeat, say the polls—this autumn, has 
turned up the heat. 

A Ciu plan for reform of the region's 
constitution, presaged a year ago and 
leaked in final form this week, “recog- 
nises” the Spanish state as a fact, but af- 
firms the “right to self-determination". It 
would give the Catalan flag “pre-emi- 
nence” there; declares it the “duty” of all 
Catalans to know their language; wants 
direct Catalan representation in Euro- 
pean Union bodies (and bodies like 
UNESCO, and international sport); sole 
control of immigration, transport infra- 
structure and telecoms regulation; the 
management and collection of all taxes, 
even central ones; and much else. 

Separatism this is not, but it would 
put Catalonia at least on a par with to- 
day's Basque region—and look where 
some Basques want to be tomorrow. 

Even so, why bother? The ciu may 
well lose power to Catalonia's Socialists, 
and when their leader, Pasqual Maragall, 
this week presented his plan for con- 
stitutional reform, he went much less 
far. Yes, but he still wants more. And to 
form a government he may well need 
the aid of a small but rising Catalan 
party that wants the lot: a free state asso- 
ciated with Spain. 

Catalans are not natural separatists. 
But these are straws in the wind, recall- 
ing a long history of days when they 
were: the ciu meeting next week to ap- 
prove Mr Mas's plan will be held in Car- 
dona, the last town to fall to the troops 
of the Spanish king, Philip V, in 1714. 


Europe 45 


Italy's government 


Of milk and war 


ROME 
Italy's prime minister, Silvio Berlusconi, 
is having a hard ride 


FTER months trying to please every- 
body—George Bush, Tony Blair, Vladi- 
mir Putin, the United Nations, the Euro- 
pean Union-Silvio Berlusconi, Italy's 
prime minister, has made up his mind on 
two matters. The weightier issue is to do 
with the war. The frothier one, though a 
portent of a possible change in Italy's atti- 
tude to the EU, is to do with milk. Both de- 
cisions have caused ructions. 

Mr Berlusconi's big decision on the war 
has been a judgment about how how bel- 
licose to sound. He has been broadly be- 
hind the Americans from the start, but 
most of his countrymen are not. So Italy, 
like France and Germany, he told parlia- 
ment in the days before the assault on 
Baghdad began, would let American 
forces use its airspace and its bases in Italy, 
provided they were not actually launch- 
pads for attacks. But his government 
would not send a single man into combat— 
"nor has America asked us to," said the for- 
eign minister, Franco Frattini. 

That softly pro-war stand nonetheless 
displeased the Catholic church (Pope John 
Paul is utterly opposed to the war), an- 
noyed the centre-left opposition and en- 
raged pacifists. But its equivocal character 
seemed to reassure two people he cares 
aboutalot. One was Mr Bush, who sent Mr 
Berlusconi a warm letter hailing Italy as a 
worthy American ally. The other was It- 
aly's president, Carlo Azeglio Ciampi, who »» 





Berlusconi feeling blue 


46 Europe 


> had noted that his country’s constitution 
“repudiates war as a way of resolving in- 
ternational disputes”. So far he has not 
publicly complained about the “minimum 
logistical support” that the Americans 
have asked of Italy. 

In the milk dispute, Mr Berlusconi may 
have gained a bit more public support, es- 
pecially in the countryside and in the 
north. “This is a sign of a new European 
policy aimed at protecting our national in- 
terests,” said the finance minister, Giulio 
Tremonti. But Italy’s many believers in 
closer European integration are worried 
by the increasingly Eurosceptical tone of 
their prime minister. And some of Mr Ber- 
lusconi's fellow European leaders, notably 
a visibly furious Jacques Chirac, the French 
president, were extremely irritated by his 
readiness to hold up proceedings—and de- 
lay agreement over an EU-wide savings- 
tax deal-during a European Union sum- 
mit on March 21st. 

The issue at stake was a fine of €648m 
($690m) imposed on Italy because its 
dairy farmers had hugely exceeded their 
EU-ordained milk quotas. While Eu lead- 
ers were trying to discuss progress towards 
the goals of the liberalising agenda signed 
in Lisbon in 2000, Mr Berlusconi was seek- 
ing to block all other business unless the 
milk fine was reduced. In the end, his coun- 
terparts agreed to consider the matter 
anew. Butthe Italian gambit appalled lead- 
ers of the countries at the old core of the 
Union who expect Italy to remain a model 
of Euro-helpfulness. 


Not so sweet back home 

The Italian prime minister has worries of 
his own, besides. People will soon be as- 
sessing his first two years in office. He will 
claim to have been unlucky, starting with 
the riots that spoiled his first big interna- 
tional showpiece, a meeting of the G8 
group of rich countries in Genoa, followed 
by the global gloom after September 11th. 
Whether or not people are forgiving, they 
will have noticed that Italy's economy and 
social fabric have continued to fray, yet the 
cash to mend it is in ever-shorter supply. 
The economy is groaning. The Bank of It- 
aly predicts that it will grow by no more 
than 1.3% this year and, if the oil price 
shoots up, matters could become really se- 
rious. Thanks partly to a strengthening 
euro, exports are shrinking. And Italy is be- 
coming less innovative: a recent survey 
listed Italy as holding just 1.8% of the 
world's high-tech patents, against France's 
7.3% and Germany's 15%. 

A string of reforms has been promised, 
postponed or apparently forgotten. Noth- 
ing has been done about pensions, which 
gobble up nearly 15% of GNP, the highest 
figure in Europe. Italy's infrastructure is 
creaking, in particular its roads are clogged 
and dangerous. And the labour market is 
still too rigid, despite a useful bill that 
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passed its first stage in parliament last 
month. But the law still, in effect, makes big 
firms take on people for life—or not take 
them on at all. Many young university 
graduates find it hard to get jobs. 

But there are some brighter spots. The 
education minister, Letizia Moratti, has en- 
acted a new plan to improve schools by, 
among other things, making children start 
at an earlier age and study English and 
computers from day one. Everybody will 
have to stay at school for at least 12 years, a 
couple of years longer than before. 

Even if Mr Berlusconi starts seriously 
tackling such shortcomings as the labour 
market and pensions, he will still be hob- 
bled by his failure to confront the conflicts 
of interest that have dogged him, as Italy’s 
richest man, since the day he became 
prime minister—not to mention his mani- 
fold problems in the law courts, where he 
is still on trial for bribing judges. Nearly 


The Economist March 29th 2003 


two years after taking office, a promised 
law to deal with his conflicts of interest is 
still to be enacted. He has a personal inter- 
est in a takeover battle for Generali, Italy's 
biggest insurance company. Other con- 
flicts concern his football club, Ac Milan, 
whose chairman is also head of the na- 
tional football league. 

Mr Berlusconi's media interests still 
abound. He owns the three largest private 
channels and, as prime minister, has much 
influence over RAI, the three-channel state 
television company. Efforts to put a new 
team on the board of RA: have been 
fraught. The upshot, after a row that lasted 
several weeks, is that the new chairman is 
nominally on the left while the other four 
new board members are on the right. Sev- 
eral may do a fair job butit is patently hard 
for Italians to feel confident in their public 
broadcasting services' impartiality when 
their prime minister is so embroiled. m 





Chechnya's referendum 


The vote of the dead souls 


GROZNY 


Thereferendum on Chechnya's future was haunted by spirits of the past 


P ERHAPS it was the ghosts who voted— 
flowing up the steps, floating through 
the windows, squeezing through the bul- 
let holes and broken walls to exercise their 
franchise. The authorities declared that 
477,000 people turned out for Chechnya's 
referendum on March 23rd. That would 
have been 88% of registered voters. People 
were supposedly "standing in line at some 
polling stations for ten or 15 minutes". But 


even on a tightly-controlled government 
tour of selected polling stations in and 
near Grozny, the bombed-out capital, 
there were only handfuls of people in the 
dusty streets—let alone voting. To anyone 
who has seen the activity in any country 
when just half the electorate takes part, in 
Chechnya it seemed that it was not the liv- 
ing souls who made up the numbers but 
the dead ones. 


p 





It would be fitting. Uncounted thou- 
sands, or more likely tens of thousands, 
have died and many more have fled since 
the first post-Soviet Chechen war began in 
1994. Last October’s census, according to 
preliminary figures, found nearly 1.1m 
people in Chechnya~a shade more than 
when the wars began-but in the same 
month the Danish Refugee Council, the 
aid agency most active in Chechnya, 
which does regular population surveys, 
estimated 785,000. 

Never mind, then, that there was no 
open campaign for the no vote, that the 
only election monitors were a pro-Kremlin 
political party and a scattered handful of 
foreigners, or that two foreign journalists 
picked up ballot papers and dropped them 
(marked no, they promise) into the box ata 
polling station in Grozny. Never mind the 
old lady in Chernokozovo who showed a 
polling-station official her marked ballot 
paper to check if she had done it right. 
(^No, no,” cried the distraught official, “I 
told you to mark just one box!” And gave 
her a fresh ballot and showed her where to 
put the cross.) The referendum was meant 
as an exercise not in democracy but in po- 
litical control. 

Control has fragmented since the start 
of the second warin1999. The rebels, nom- 
inally led by Aslan Maskhadov, still inflict 
heavy losses on the Russian army south of 
Grozny, particularly in the mountainous 
regions where Caucasian clan warriors 
first resisted the Russian invaders two cen- 
turies ago. But Mr Maskhadov, the last 
man to be elected president of Chechnya, 
in 1997, has lost authority to more radical 
rebel commanders who have adopted the 
battle cries of Islamic fundamentalism, 
increasingly popular with angry young 
Chechen men. Meanwhile the lowlands of 
the north are supposed to be under the 
sway of a Kremlin-appointed adminis- 
trator, Akhmad Kadyrov, a former mufti of 
Chechnya. But he shares power with a gov- 
ernment of other centrally-appointed 
ministers. They have been shuffled twice 
recently, in what pundits interpret as at- 
tempts to clip Mr Kadyrov’s wings. 


It won't produce peace 

So the point of the referendum was not 
merely to end Chechnya's separatist as- 
pirations, which it did by adopting a new 
constitution that declares it firmly part of 
Russia. It was also to start defining who 
runs the place. As well as the constitution, 
Chechnya's voters (or their phantoms) 
overwhelmingly approved laws for elect- 
ing the president and parliament. The elec- 
tions, which may take place later this year, 
will be another step in the “Chechenisa- 
tion" of Chechnya. 

An elected Chechen government, 
whether the poll was fair or not, would let 
the Kremlin shrug off much responsibility 
for what happens there while appearing to 





honour its promise to give Chechnya “au- 
tonomy within Russia’s borders”. It may 
also be a way to squeeze control out of mil- 
itary hands and into civilian ones. Krem- 
lin-watchers debate to what extent Presi- 
dent Vladimir Putin commands the army. 
Some think his inability to bring the mili- 
tary conflict to an end may be partly be- 
cause he cannot get the army to leave. 
Combat pay, the siphoning-off of budget 
funds, arms sales, kidnapping and general 
racketeering make the war profitable for 
both sides. 

And since the new constitution allows 


the Russian president to sack the Chechen 
one without giving a reason, there is little 
danger of his getting too independent. Nor 
should Chechnya's ethereal electors have 
any trouble choosing the president that 
Moscow likes best. Indeed, if Sunday’s vis- 
ible turnout was anything to go by, a little 
spiritual boosting of the numbers may be 
essential just to make the election valid. 
Mr Putin said that the event had “exceeded 
all our optimistic expectations.” 

But whoever wins must have not just 
good relations with Moscow but also le- 
gitimacy among Chechens. Most are sick 
of the war but also distrust politicians. 
Some think that Mr Kadyrov, the current 
administrator, might turn out to be the 
least unpopular president. Despite a rocky 
time in office, capped by a rebel bombing 
that destroyed his headquarters in Decem- 
ber, he may be winning support for his at- 
tempts to piece Chechnya back together. 
There are some “small but very positive 
signs” of reconstruction in Grozny, says 
Lars Hallberg, the country director for the 
Danish Refugee Council. Other analysts 
point to Moscow-based Chechen politi- 
cians such as Aslanbek Aslakhanov, the 
M? for Chechnya, or Ruslan Khasbulatov, 
a former parliamentary speaker. They en- 
joy local respect but less local experience. 
It remains to be seen what the spirits will 
decide. m 
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Some people are asking whether European Union cash for poor regions always helps 





N GENERAL only eccentric millionaires, intent on disinheriting 

their children, subscribe to the idea that being given large wads 
of money is bad for you. Certainly, it is not a belief that has a 
wide following in the European Union. Its officials in Brussels 
are very proud of the Union's programme of regional aid—the 
€213 billion ($227 billion) in “structural” and “cohesion” funds 
being sent to poorer parts of the EU from 2000 to 2006. Regional 
funds are hailed as living proof of European "solidarity": the 
richer parts of Europe reaching out to the poorer regions, prospe- 
rous countries aiding their less well-off brethren. The Eu insists 
that the effectiveness of such regional aid has been shown by the 
economic growth it has spurred in Spain, Ireland, Portugal and 
Greece-the four countries that are the biggest recipients. This in 
turn has offered bigger markets to the rest of the EU, providing a 
“win-win situation", as the jargon goes. The promise of gleam- 
ing new EU-financed motorways and fine civic buildings has 
been among the biggest inducements dangled before the ten 
countries due to join the club next year. 

So virtuous is regional aid generally considered that it is re- 
garded as almost treasonable in the main recipient countries to 
question it. But when Pedro Pita-Barros, an economist at Univer- 
sidade Nova de Lisboa, tentatively raised the idea at a confer- 
ence, he was surprised by the response. "Lots of people came up 
afterwards and said that they privately agreed with me,” he says. 

The most obvious way that regional aid might be damaging is 
by distorting priorities. Businesses spring up to exploit the avail- 
ability of subsidies, most obviously for construction and "train- 
ing", rather than responding to the real demands of the market. 
In order to qualify for it, recipient countries usually have to chip 
in around half of the cost of an Eu-financed project. That tempts 
them to spend taxpayers' money on schemes that they might 
otherwise not bother with. This is a potential headache in a 
country like Portugal, which is undergoing a ferocious budgetary 
squeeze to keep within the euro area's fiscal rules but which is 
nonetheless tempted to press ahead with new infrastructure 
projects of marginal value—for fear of losing "European money”. 

Mr Pita-Barros also worries that structural aid may have a cor- 
rupting effect. "It's when you hear people seriously suggesting 
that Portugal should fiddle its official statistics, so that we are still 
rated poor enough to qualify for European subsidies, that you 


wonder if this has gone too far," he muses. That concern is ech- 
oed much more forcefully by a senior Greek official in Brussels. 
"The best thing the Eu could do for Greece is to cut off the struc- 
tural funds immediately," he says. "They're turning Greece into 
Europe's Mezzogiorno [the depressed southern part of Italy]. 
Anybody who works hard at a regular business is regarded as an 
idiot, since it’s much easier to set up a project to draw in Euro- 
pean subsidies." 

Isolated complaints and anecdotes are one thing. But there is 
also more serious analytical work that is beginning to query the 
received wisdom that structural funds are an unalloyed good. A 
recent article* in Economic Policy, an academic journal, asks "Is 
structural spending justified?" and concludes that "certain Eu in- 
terventions may be leaving countries worse off than they would 
have been if economic forces had been allowed to run their 
course." The authors, Karen Midelfart-Knarvik of the Norwegian 
School of Economics and Henry Overman of the London School 
of Economics, suggest that "EU aid programmes attract R&D- 
intensive industries to regions receiving relatively high amounts 
of aid but which are not abundantly endowed with skilled la- 
bour." The result is a distortion of economic development, as 
poor regions are encouraged to go high-tech, when they might be 
better off concentrating on more basic industries. 

The £u defends its regional aid by pointing to the fact that Eu- 
rope's poorer regions and countries have been catching up with 
the EU average over the past generation. According to the Euro- 
pean Commission, the average GDP per person of Europe's poor- 
est regions rose from 54.2% of the EU average in 1987 to 61.1% ten 
years later. The catch-up for poorer countries like Spain and Ire- 
land was even faster; indeed, Irish income per head is now quite 
a lot higher than the Eu average. 

But the fact that poorer countries have been catching up faster 
than poorer regions gives the game away. Around 90% of Eu aid 
goes to regions rather than countries. Poor European regions 
have been gaining on the EU average largely because most of 
them are in poor countries that have been growing faster than 
the European average. However, within the poorer EU countries, 
gaps in wealth between the regions are actually widening. In 
other words, those regions most heavily showered with EU 
money have done worse than the less favoured parts of the 
same country. 


But politicians love to spend 

Does that settle the argument? Not necessarily. Defenders of 
structural funds argue that poor regions would have been left 
even further behind, were it not for all that lovely Brussels loot. 
But that is where the doubts of officials and academics who have 
studied Eu policies in action come into play. Look beyond the 
ubiquitous signs advertising EU largesse in southern Spain and 
rural Greece, and you get a less glowing picture. 

No academic study, though, is likely to have much impact on 
the structural-funds industry. Those in Brussels who strive to 
promote the Union know that Eu-financed programmes are 
among their most effective propaganda instruments. And what 
national politician can resist the temptation to trumpet a big 
new spending programme, particularly if it is other countries' 
taxpayers who are footing the bill? m 
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*"Delocation and European Integration—is structural spending justified?” by Karen 
Midelfart-Knarvik and Henry Overman, in Economic Policy, October 2002. 
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How high can a dragon fly? If the mythical creature in question is the Welsh 
Dragon, the sky's the limit. 

More than 500 foreign-owned firms know that Wales is the perfect location 
for accessing Europe's 400 million consumers. This flourishing entrepreneurial 
environment is a mere two-hour drive from London via the M4 motorway, with 
convenient rail, sea and air transport to mainland Europe and the world. But 
convenience is only part of the attraction. Along with a rich package of grants 
and subsidies, the Welsh Development Agency offers overseas investors free 
support, training and advice at every stage of business development. 

Available facilities range from high tech incubators to expansive industrial 
space, all linked by one of Europe's most extensive fiber-optic cable networks. 
A brand new high speed "fat pipe" data link — Europe's largest — connects Wales 
to the US Eastern Seaboard. 

And the powerhouse Welsh economy is fueled by the motivated graduates 
of the University of Wales, the UK's second largest university. 

If you're ready to soar to greater heights in Europe, join companies like Sony, 
Ford, and General Dynamics that already call Wales home. 

Contact the WDA today. jd di 
Ft Lei 
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Biotechnology may yet renew the pharma- 
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Despite appearances, agricultural biotech- 
nology has been a success. Whether it will 


bringtruly radical change remains to be seen. 
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world, says Geoffrey Carr 


€€TT HAS not escaped our notice that the 

specific pairing we have postulated 
immediately suggests a possible copying 
mechanism for the genetic material." With 
these ironic words, James Watson and 
Francis Crick began a biological revolu- 
tion. Their paper on the structure of DNA, 
published in Nature 50 years ago next 
month, described the now-famous double 
helix. It showed that the strands of the he- 
lix complement each other. It inferred, cor- 
rectly, that either strand of the helix could 
thus act as a template for the other, allow- 
ing the molecule to replicate itself. And it 
suggested that because the four types of 
nucleotide sub-unit of which each strand 
is composed can be arranged in any order, 
a single strand could act as a message tape 
telling a cell which proteins to make, and 
therefore what job to do. 

As another Francis pointed out four 
centuries ago, knowledge is power. Sir 
Francis Bacon's philosophy of turning sci- 
entific knowledge to practical advantage 
eventually delivered the wealth of the in- 
dustrial revolution. That technology was 
based mainly on the physical sciences. 
Now the discoveries made by Dr Watson, 
Dr Crick and their numerous colleagues, 
successors, collaborators and rivals are 
starting to be commercialised as well. Bio- 
technology is beckoning. 

It promises much: more and better 
drugs; medical treatment tailored to the 
individual patient's biological make-up; 


Biotechnology has its troubles, but in the long term it may change the 





new crops; new industrial processes; even, 
whisper it gently, new humans. A few of 
those promises have been delivered al- 
ready. Many have not. Some may never 
be. Some may raise too many objections. 
But the field is still in its infancy, and 
commercialising the edge of scientific re- 
search is a hazardous business. False starts 
have been more frequent than successes. 
The businessmen-scientists who are bio- 
technology's entrepreneurs often seem 
driven by motives more complex than a 
mere desire to make money, especially 
when they are trying to find treatments for 
disease. And, at the moment, there is virtu- 
ally no money for new ventures, leading 
sceptics to question whether the field has a 
future at all. But that is to confuse short- 
term problems with long-term potential. 
This survey will endeavour to cover both, 
though with greater emphasis on the po- 
tential than on the problems. Still, the pro- 
blems are real and should not be ignored. 


Cornucopia or white elephant? 

Biotechnology has been through funding 
crises before, but almost everyone seems 
to agree that this is the worst one yet. Capi- 
tal to finance new ventures has pretty well 
dried up. Stockmarket flotations have 
stopped, and over the past three years the 
share prices of publicly quoted companies 
have declined so much that many firms 
are worth little more (and sometimes less) 
than the cash they have in the bank. Some »» 


> are threatened with delisting. 

It is true that all shares, and shares in 
high-technology companies in particular, 
have done badly. But it is odd that the bio- 
tech sector has been punished so severely. 
For those firms that aspire to be drug com- 
panies, the risks have always been high. As 
John Wilkerson, of Galen Associates, a 
health-care investment company in New 
York, puts it, “A biotech company is a 
pharma company without sales.” Only a 
tiny fraction of potential drugs make it 
through the hazardous process of clinical 
trials and regulatory approval. But that has 
always been the case. And the rewards can 
be high, too. Demand for the drugs that do 
make it is pretty much guaranteed. Medi- 
cal need is not tied to the economic cycle. 
Share prices may have got silly at the end 
of the 20th century, but biotechnology is 
not dotcommery. Nothing fundamental 
has changed. 

A plausible explanation for the current 
doldrums, offered by Stelios Papadopou- 
los, vice-chairman of SG Cowen, a New 
York-based arm of the Société Générale 
bank, is that in biotechnology funda- 
mentals do not really count. Mr Papado- 
poulos points out that the fund managers 
who drove the biotech boom of the late 
1990s were themselves driven by bonuses 
that depended less on how their funds did 


Cluster analysis 


ARKETING departments like catchy 

names. Whether “Biotech Beach” 
will trip off the tongue as easily as “Sili- 
con Valley” remains to be seen, though 
the promoters of San Diego certainly 
hope so. According to a report published 
in 2001 by the Brookings Institute, a think 
tank based in Washington, Dc, 94 bio- 
technology companies were then located 
in that city. It wants to beat its northerly 
neighbour, Biotech Bay (ie, San Francisco 
and its neighbours, which between them 
have 152), in the competition to become 
the principal “cluster” of the new indus- 
try. Thatis, if that honour does not fall to 
Massachusetts, where 141 firms are found 
clinging to the skirts of Mit and Harvard. 

All this sounds faintly familiar, until 

the realisation dawns: Biotech Bay is sim- 
ply Silicon Valley by another name. 
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in absolute terms than on how they did rel- 
ative to each other. To get a big bonus, 
managers had to beat the average. 

In those circumstances, buying vola- 
tile, speculative shares looked like a one- 
way bet. If they went up, so did your pay 
packet. If they went down, you were little 
worse off than if you had bought some- 
thing safe. And few shares were more spec- 
ulative than those of a biotechnology 
company with a handful of wannabe 
drugs that might fail in clinical trials or be 
turned down by the regulators. Neverthe- 
less, the fund managers' demand for such 
“high-beta” stocks pushed up the market 


Massachusetts is route 128. The “me-too” 
clusterettes in Europe—around Cam- 
bridge, England, for example, or Uppsala, 
Sweden-are also in the same places as 
concentrations of electronics and soft- 
ware companies. The same is true of Is- 
rael, which likes to regard itself as one big 
biotech cluster. But San Diego is the ex- 
ception to the rule. The local naval base 
has brought some “hard-edged” technol- 
ogy to the area, but itis hardly a hotbed of 
information technology. 

It does, however, have three world- 
class biological research institutes within 
walking distance of one another (if any- 
body did any walking around there): the 
University of California, San Diego, with 
its medical school, the Scripps Clinic and 
the Salk Institute. Most of the biotech 
ventures are similarly crowded together, 





for new issues, turning rising prices into a 
self-fulfilling prophecy. The effect was felt 
all the way along the chain, from the ven- 
ture-capital funds to the “angels”—the rich 
individuals, often themselves successful 
biotech entrepreneurs, who put up seed 
money to convert promising ideas into 
business plans. 

In a falling market, the incentives for 
fund managers are different. Safe, “low- 
beta" stocks are seen as the way to stem 
losses and outperform colleagues. That 
creates feedback in the opposite direction, 
making for another self-fulfilling proph- 
ecy. In the absence of stockmarket flota- 
tions, venture capitalists are left without 
an "exit strategy" other than a trade sale to 
a big pharmaceutical company, which is 
unlikely to be financially attractive. That 
means they will stop looking for any new 
businesses to back and start reducing the 
numbers already on their books. 

Asaresult, many firmsnow hanging on 
by their fingertips are going to drop off the 
cliff. Some will fall because they have 
flaky business plans. Some will go be- 
cause they failed to stock up on money at 
the top of the market, when it was being 
given away by the lorryload. A few may be 
brought down by scandal, for biotechnol- 
ogy has not been entirely free of unsa- 
voury practices such as insider dealing. 


Like birds of a feather, biotech 
firms flock together 


some in roads with hopeful names such 
as Sequence Drive. In other words, this is 
the most clustered cluster around. 

The big pharmaceutical companies 
are also starting to open laboratories here. 
Johnson & Johnson, Merck, Novartis and 
Pfizer have all moved in. The cross-fertil- 
isation of ideas and staff-poaching that 
all this encourages gives a family atmo- 
sphere to the place, helped by the fact that 
many firms can trace their roots back, one 
way or another, to just two companies: 
Hybritech, a diagnostics specialist which 
was the first biotech success in San Diego, 
and IDEC Pharmaceuticals, which has 
been making cancer-fighting antibodies 
since the mid-198058. If there is an authen- 
tic biotechnology cluster any where in the 
world, this isit. And yes, you can see the 
beach from some of the labs. 























For the bold investor, though, such con- 
ditions present a buying opportunity. For- 
ward Ventures, a venture-capital firm 
based in San Diego, believes that firms 

ich have a clear idea of the products 

end to make, and have ways of 
ting revenue on the slow road to de- 
them, are worth gambling on. 
t just want to do biological re- 
i i the hope that something market- 

able will turn up are not. Conversely, 
those that have a range of potential pro- 
ducts based on the same technological 
platform are particularly attractive. Even- 
tually, Forward's partners reckon, some- 
one will come up with a new blockbuster 
drug, investors will wish they had got a 
piece of the action and the whole cycle 
will start all over again. 









me The old red, white and green 

Leaving better medicine to one side, bio- 
technology has other things to offer too. 
Many experts in the field categorise its di- 
visions by colour. Red is medical, green is 
agricultural and white is "industrial"—a 
broad and increasingly important cate- 
gory that includes making advanced en- 
zymes with a wide variety of uses, and 
will soon embrace the biotechnological 
manufacture of plastics and fuel. 

Green biotech, too, has its problems. In 
parts of Europe, in particular, it is belea- 
guered by militant environmentalists and 
doubtful consumers. White has so far re- 
mained too invisible to the general public 
to have stirred up any trouble. That may 


soon change. Several chemical firms plan 
to market biotech plastics and artificial fi- 
bres on the back of their biodegradability 
and the fact that they are not made from 
oil, thus emphasising their environmental 
friendliness. That should help the makers 
gain the moral high ground on which pro- 
ducers of genetically modified (GM) crops 
missed out. 

There is one other class of biotechnol- 
ogy. In one sense it is a subset of red, but it 
is more than that. This is the (as yet hypo- 
theticaD biotechnology of manipulating 
people. Human cloning and genetic engi- 
neering are the techniques that dare not 
speak their names. They are already under 
assault even though neither yet exists. 

This survey will examine the practical- 
ity and ethics of manipulating people in its 
final chapter, but first it will look at the 
grubbier business of products and money, 
and how to make both of them. On the 
medical side, most of the innovation has 
been done by small firms. Big pharma- 
ceutical companies, which increasingly 
tend to buy, rather than generate, novelty, 
have been getting less of a look-in. But in 
the fields of green and white biotech, big 
firms are often the innovators too. 

Perhaps the biggest question this sur- 
vey will try to answer is this: will biotech- 
nology remain a niche business, or will it 
become ubiquitous-as widespread (yet 
invisible) as the products of the chemical 
industry are today? 

In the 1870s, the science of chemistry 
was in much the same position as biology 


is now. Ithad recently acquired a coherent 
theoretical framework, the periodic table, 
which may not have answered all the 
questions but at least suggested which of 
them it was sensible to ask. The equivalent 
for biology is genomics, because a crea- 
ture's genome is, in a loose way, its own 
private periodic table of possibility. Thein 


dustrial chemistry of the 1870s was like- 


wise similar to today's biotechnology. 
Then, chemists were applying their new, 
systematic knowledge to a limited range of 
applications such as dyes and explosives. 
Existing biotechnology is similarly limited 
in range. Nowadays, though, it is hard to 
reach out and touch something which in- 
dustrial chemistry has not touched first. In 
a hundred years or so, will the same be 
true of biotechnology? w 








N THE beginning (ie, the late 1970s), do- 

ing red biotechnology was easy. You 
picked a protein that you knew would 
work as a drug, ideally because it was be- 
ing used as one already. You copied its 
DNA into a bacterium or a cell from the 
ovary of a Chinese hamster. You bred 
those cells by the billion in big, stainless- 
steel fermenting vessels known as bioreac- 
tors. You extracted the protein. Then you 
watched the profits roll in. Of course it 
wasn't really quite as easy as that—but if 
you could get the manufacturing process 
right, the chance of making something 
that worked and would satisfy the regula- 
tors was pretty good. 


That golden age will never return. Now 
biotech companies have to find their pro- 
teins before they can start making them. 
Genomics, which involves working out 
the complete sequence (ie, the order of the 
nucleotide sub-units) of the DNA in an or- 
ganism, can help them do that. 

Proteins are chains of sub-units called 
amino acids. The order of the nucleotides 
in a gene, read off in groups of three, de- 
scribes the order of the amino acids in a 
protein. Read the genes and you know 
what the proteins should look like. That 
sounds like an attractive short cut, and, asa 
consequence, genomics caught the atten- 
tion of both the public and the stockmark- 


ets in the dying years of the 20th century. 
Several firms thought they could build 
businesses by collecting and selling geno- 
mic information, and two rival groups, the 
publicly funded International Human Ge- 
nome Sequencing Consortium and a priv- 
ate company, Celera Genomics, raced to 
produce versions of the genome of most 
interest to humanity: its own. Two draft se- 
quences were duly published in 2001, 
though work on polishing them contin- 
ues. And lots of new genes have been dis- 
covered, with each implying the existence 
of atleast one new protein that might, pos- 
sibly, have some therapeutic value. : 
But genomics tells you only so much >> . 









wy BD 


Partners offering hope 


The statistics are staggering. Since 
1981, an estimated 28 million people 
have died of AIDS. 

Today, 42 million men, women 
and children are believed to be 
living with HIV and 5 million new 
infections are occurring each year. 

Vaccines, like those developed to 
eradicate some of the worst diseases 
of the 20th century, offer the best 
hope to end the devastation of HIV 
and AIDS. Protecting the global 
community from infection before it 
strikes can potentially save millions 
of lives. 

BD is proud to support IAVI's part- 
nership and has pledged $1 million 
and donated its advanced BD 
FACSCalibur™ Automated Cell 


Please visit www.bd.com. 


Analysis System. The new system will 
help monitor immune response to 
promising vaccines as they are being 
developed and tested. 

BD is a medical technology compa- 
ny serving some of the greatest 
needs of the global community. 
Healthcare institutions, life sciences 
researchers, clinical laboratories, 
industry and the general public all 
rely on BD products every day. 

BD is privileged to partner with 
IAVI and organizations like it to pro- 
tect life by addressing fundamental 
healthcare issues in every corner of 
the world. 

BD -Helping all people live healthy 
lives. 


BD, BD Logo and FACSCalibur are trademarks of Becton, Dickinson and Company. © 2003 BD. 


photo © Richard Lord 












* about a protein. It needs to be backed up 
with other sorts of -omics, too. There is, for 
example, proteomics (cataloguing and an- 
alysing all the kinds of protein molecule 
actually produced in an organism). There 
is transcriptomics (logging the intermedi- 
ary molecules, known as messenger 
RNAS, that carry information from the 
DNA in the nucleus to the rest of the cell). 
There is glycomics (doing the same for car- 
bohydrate molecules, which often affect 
the way a protein works) and metabolom- 
ics (studying the small molecules that are 
processed by proteins). There is even bi- 
bliomics, which mines the published sci- 
entific literature for unexpected connec- 
tions between all of the above. But, as 
Sydney Brenner, who won last year's No- 
bel prize for medicine, once wryly ob- 
served, in biotechnology the one -omics 
that really counts is economics. By that 
yardstick, there is still a long way to go. 


Ome on the range 

Companies that had placed their faith in 
genomics are now caught in a dilemma. In- 
vestors have decided, probably correctly, 
that merely collecting -omics information 
(gen- or otherwise) and selling it to drug 
companies is not a big enough business to 
be worth doing in its own right. They 
would rather put their money behind 
firms that are trying to develop drugs. The 
information companies are therefore try- 
ing to reinvent themselves. However—and 
this is where the dilemma comes in-if 
new drugs are to be discovered, exploiting 
-omic information is one of the most likely 
routes to success. 

Some companies have understood this 
since the beginning. Incyte, founded in 
1991, and Human Genome Sciences (HGS), 
set up in 1992, both began by using tran- 
scriptomics to see which genes are more or 
less active than normal in particular dis- 
eases. But HGS always saw itself as a drug 
company, whereas Incyte was until re- 
cently more of an information company 
that would sell its discoveries to others. As 
a result, HGS now has ten candidate drugs 
in the pipeline, whereas Incyte has none. 

Starting from scratch, it takes a long 
time to become a real drug company (ie, 
one with drugs on the market). Millen- 
nium Pharmaceuticals, another firm dat- 
ing from the early 1990s, whose business 
model was half-way between Incyte's and 
HGS's, has cut the Gordian knot by buying 
in drugs developed by others and scaling 
down its in-house discovery programme. 

That should work from a business 
point of view. So should the decision by 


Applera, the parent of Celera, to pull back 
from its grandiose plans to follow up the 
genome by completing the human prote- 
ome. The protein-analysing facility in Fra- 
mingham, Massachusetts, where this was 
to be done, is now being used as a test bed 
for Applera's lucrative scientific-instru- 
ment business. The question is whether 
with hindsight such decisions will be 
viewed as prudent adjustments to reality 
or lamentable failures of nerve. And that 
depends on whether the programmes 
these firms are now putting on the back 
burner could eventually have been turned 
into profitable technological platforms for 
producing multiple products. 

Not everyone has lost faith in -omics, 
though. The quest for the proteome has 
been picked up by Myriad, of Salt Lake 
City (an early biotech success, which owns 
the rights to tests for genetic susceptibility 
to breast cancer). It has formed a collabora- 
tive venture with Hitachi, a Japanese elec- 
tronics firm, and Oracle, an American da- 
tabase company, to identify all the human 
proteins, and also to work out the interac- 
tions between them by expressing their 
genes in yeast cells and seeing which pro- 
teins like to react with one another. 

That protein-interaction web will be 
scientifically invaluable. How much it will 
profit Myriad remains to be seen. Other 
proteomics companies, such as Oxford 
GlycoSciences (currently the object of a 


takeover battle), are more interested in 
comparative proteomics, which involves 
looking for differences between the pro- 
teins in healthy and diseased tissue. The 
idea is to identify proteins that might make 
good targets for drugs. 

Even genomics still has followers, 
though the survivors have their eyes 
firmly on connecting genes to diseases, 
thus creating drug-discovery platforms. 
The buzzwords are "sNP" (pronounced 
"snip") and “haplotype”. snp stands for 
single-nucleotide polymorphism-a point 
on à DNA strand where nucleotides can 
vary from person to person. Groups of 
SNPs often hang around together, acting as 
markers for entire blocks of DNA. The com- 
bination of these blocks that an individual 
carries is known as his haplotype, and cer- 
tain haplotypes seem to be associated 
with particular diseases. If there is a SNP in 
a gene, it may cause the protein described 
by that gene to be abnormal, leading to dis- 
ease. If itis in the non-coding "junk" DNA 
that forms about 96% of the human ge- 
nome, it may still be useful as a marker to 
follow haplotype blocks around. 

Several firms are running SNP/haplo- 
type-based drug-discovery projects. Per- 
haps the best-known of them is deCODE, 
an Icelandic company that has recruited 
much of the country's population for its re- 
search. Icelandic genealogical records are 
so good that the family relationships of 
most living Icelanders with each other are 
known. That, plus the country's excellent 
medical records and the willingness of 
many people to donate their DNA to the 
cause, has allowed the firm to follow ha- 
plotype blocks down the generations, 
matching them to the diseases people 
have reported to their doctors. A search 
within the relevant block may then reveal 
a gene associated with the disease. 

DecoDpEt is trying to track down the ge- 
netic underpinnings of more than 50 dis- 
eases. So far it has found the general loca- 
tion of genes associated with 25 of them, 
and pinpointed genes for seven, including 
schizophrenia and strokes. Its method is 
based on traditional genetics, involving 
the study of only those blocks of DNA that 
these techniques suggest are shared. 

Perlegen, based in Mountain View, 
California, and Sequenom, based in San 
Diego, cast their nets wider by going for all 
the SNPs, albeit in far fewer individuals 
than deCODE works with. This is done by 
"resequencing", in other words studying 
people's genomes only at the sites such as 
SNPs where variation is known to occur, 
and assuming that the rest of the DNA will >» 














» be the same in everyone. 

Perlegen uses sets of special “gene 
chips” that have short stretches of “probe” 
DNA containing the complement of every 
possible snp dotted over their surfaces. If a 
SNP is present in a sample, it will stick to 
the appropriate probe. Sequencing an 
individual this way costs $2m a pop, and 
Perlegen has thought it worthwhile to use 
$100m of its start-up capital recording the 
genomes of 50 people. Sequenom, a lon- 
ger-established firm, identifies sNPs by 
their different molecular weights, in a 
machine called a mass spectrometer. 

Genaissance, another haplotype com- 
pany, is taking a different tack. Instead of 
trying to connect genes with diseases, it is 
connecting them directly with existing 
drugs, by looking at the way people with 
different haplotypes respond to different 
treatments for what appear to be the same 
symptoms. Its flagship project is studying 
statins, drugs intended to regulate the level 
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of cholesterol in the blood (a $13 billion 
market in America alone). Different pa- 
tients respond differently to each of the 
four drugs in the trial, and Genaissance is 
beginning to unravel the reasons for 
this—or at least to be able to predict from 
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an individual's haplotype which of the 
four will work best. 

This sort of work is obviously valuable 
from a patient’s point of view. Indeed, the 
hope is that it will one day lead to “per- 
sonalised medicine”, which will identify 
an individual’s disease risks well before a 
disease appears, and know in advance 
which drugs to prescribe. Drug companies 
may feel more equivocal, since even mis- 
prescribed drugs contribute to their pro- 
fits. However, it should help those compa- 
nies to conduct more efficient clinical 
trials, by concentrating them on those 
whose haplotypes suggest they might ac- 
tually be expected to benefit from a drug. It 
could also be used to recognise those who 
would suffer side-effects from a particular 
drug. Not only will this reduce the cost of 
testing drugs, it should also increase the 
number of drugs approved, since they 
could be licensed only for use by those 


who would benefit safely. At the moment, 9 
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> only about one molecule out of every ten 
subjected to clinical trials is licensed. This 
drop-out rate is a big factor in the cost of 
getting a molecule to market, which can be 
as high as half a billion dollars. 


Little breeders 

Having identified your protein, the next 
question is what you do with it. If you 
want to turn it straight into a drug, the path 
is long but well-trodden: trials on cells and 
tissues, trials on animals, trials on people 
and, if all that works, eventually an appli- 
cation for regulatory approval. 

Several firms, though, are not satisfied 
with what nature has provided for them. 
They consider natural proteins mere start- 
ing points for drug development, reason- 
ing that a drug, which is treating an abnor- 
mal situation (ie, a disease), may thus need 
to produce an abnormal effect. So they are 
trying to improve on nature. 

All these firms have slightly different 
versions of the technology, and all, natu- 
rally, claim that theirs is the best. But the 
basic process for each of them is the same: 
identify several proteins, or several ver- 
sions of the same protein, that show some 
of the activity you want; find the genes 
responsible; divide them into pieces; shuf- 
fle the pieces to make a set of new genes, 
and thus new proteins; set the new pro- 
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teins to work on the task you are interested 
in; pick those that work best; then start the 
whole process over again with those se- 
lected genes, and repeat as many times as 
required to get the result you want. 

It is no coincidence that this process 
precisely replicates natural selection (pick- 
ing out the best candidates) plus sex (shuf- 
fling material between different genes). 
And it works: at its best, it increases the de- 
sired activity more than a thousandfold. It 
can also be used to make non-medical pro- 
teins (of which more later), for which the 
regulations are less strict, so many of them 
are already in the marketplace. 

Leading molecule-breeding companies 
working on drugs include Applied Molec- 
ular Evolution, Genencor and Maxygen. 
None of their discoveries has yet been ap- 
proved for use, but there are some interest- 
ing prospects around. Applied Molecular 
Evolution, for example, has an enzyme 250 
times more effective than its natural pro- 
genitor at breaking down cocaine. Genen- 
cor is engaged in designing tumour-killing 
proteins and proteins that will stimulate 
the immune system against viruses and 
cancers, in effect acting as vaccines. 

Maxygen is working on improving à 
group of proteins called interferons. Inter- 
feron alpha is currently used to treat multi- 
ple sclerosis, but often with indifferent re- 
sults. Interferon gamma is a remedy for 
pulmonary fibrosis, an inflammation of 
the lungs that causes permanent scarring. 
Maxygen's researchers think they have 
created more effective versions of both 
proteins, though these have yet to be 
tested in people. And, like Genencor, 
Maxygen is developing proteins it hopes 
will work as vaccines, mainly for bowel 
cancer and dengue, an insect-borne fever. 

By no means all proteins connected 
with a disease are appropriate for turning 
into drugs, but many of those that are not 





may still have a medical use by acting as 
targets for drugs. Indeed, the traditional 
way of doing pharmacology is to find a 
drug to fit into an active site on a protein 
molecule, either stimulating the protein, or 
gumming it up, as appropriate. In the past, 
such “small molecule" drugs have been 
identified haphazardly by making zillions 
of different potential drug molecules, stor- 
ing them in "libraries" and chucking them 
at each new protein to see what sticks. 
However, if you know what a protein 
looks like, there is an alternative: design an 
appropriate molecule from scratch. 


X-ray specs 
Currently the best way of finding out what 
proteins look like is x-ray crystallography. 
Pure proteins can frequently be persuaded 
to crystallise from solution. Fire x-rays 
through such a crystal and they will inter- 
act with the atoms in that crystal. The pat- 
tern that emerges will, with-.enough maths 
(nowadays done by computer), tell you 
how the atoms in the crystal are arranged. 
This works with any crystal, not just one 
made of protein. Indeed, it was the photo- 
graphs taken by Rosalind Franklin of the x- 
ray patterns produced by DNA crystals 
that gave James Watson and Francis Crick 
the clue they needed to understand that 
DNA isa double helix. 

x-ray crystallography has already gen- 
erated several drugs. Viracept, devised by 
Agouron (now part of Pfizer) and Agene- 
rase, developed by Vertex of Cambridge, 
Massachusetts, are anti-AIDS drugs that in- 
hibit a protein called Hrv-protease. Re- 
lenza, devised by Biota Holdings, of Mel- 
bourne, Australia, gums up an influenza 
protein. Until recently, however, x-raying 
crystals has been a bespoke craft. Now sev- 
eral firms-including Structural GenomiX 
and Syrrx, both based in San Diego-are 
trying to industrialise it. They have de- » 
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> veloped production lines for growing the 
proteins, and reliable ways of crystallising 
them. And they are making use of ma- 
chines called synchrotrons that generate 
x-rays in bulk by forcing electrons to travel 
round in circles, which they do not like do- 
ing. The resulting screams of protest are 
beams of x-rays. 


Visions of reality 

x-ray crystallography has proved effective, 
but some firms are now looking for more 
direct ways to determine the properties of 
a protein. In theory, a protein’s shape is im- 
plicit in the order of the amino acids in the 
chain. It is the chemical likes and dislikes 
of one part of the chain for the other parts 
that hold the folded molecule together. But 
to figure all this out takes vast computing 
power, way beyond the scope of any ven- 


ture capitalist. 

IBM, on the other hand, sees it as a wel- 
come opportunity to put its ever-more- 
powerful machines to work. Its Blue Gene 
project is intended to produce a computer 
that can solve the protein-folding problem. 
Blue Gene, if it comes to pass, would be a 
so-called petaflop machine, able to per- 
form a quadrillion calculations a second. 
The aim is to have something running at a 
quarter of a petaflop by 2004. If it hap- 
pens, it will be a technical tour de force. 

Nor are proteins the only bits of biol- 
ogy that can be modelled in a computer. 
Physiome, a firm based in Princeton, New 
Jersey, models entire organs. Like nature, 
Physiome builds these organs from the cell 
up. Its researchers have developed equa- 
tions which describe the way cells operate. 
Each cell then interacts with its neighbours 





through virtual surface-receptor mole- 
cules and ion channels, two classes of pro- 


tein of interest to drug developers. The re- .. 
sult is virtual tissue, and such tissues can 


be put together to make complete organs. 

Physiome’s most advanced virtual or- 
gan is its heart. This is so lifelike that it re- 
sponds correctly to electronic hormones 
and drugs added to its electronic blood 
supply. The hope is that it and its succes- 
sors will respond equally accurately to 
new drug molecules, allowing virtual clin- 
ical trials to be run. Such virtual trials 
would not, of course, be substitutes for 
real ones. But they would point drug com- 
panies towards molecules that were likely 
to work in real people, making real trials 
more cost-effective. Cheaper, faster, better 
drugs are on their way—unless the cash 
runs out first. @ 





EDICAL biotechnology may have its 

troubles, but at least most people fa- 
vour developing new treatments and 
methods of diagnosis. Agricultural bio- 
technology is not so fortunate. Between 
1995 and 1998, the area planted with ge- 
netically modified crops expanded from 
nothing to some 30m hectares, mostly in 
North America. Nobody noticed. Then, 
after a pointless experiment that involved 
feeding rats with potatoes modified to pro- 
duce a poison, parts of Europe developed 
mass hysteria. In some countries, food- 
stuffs containing Gm ingredients became 
almost unsaleable. 

Matters were made worse by the publi- 
cation soon afterwards of the results of an- 
other experiment, in which pollen from 
GM maize was fed to caterpillars of the 
monarch butterfly. The “transgene” that 
had been introduced was for a natural in- 
secticide called bt, and many of the cater- 
pillars died. In the eyes of some (who con- 
veniently forgot to ask what the effect of 
the insecticidal spray that bt replaces 
would have been), this suggested GM 
crops damaged the environment. Another 
worry was that crops containing trans- 
genes might cross-breed with wild plants 
and produce a generation of superweeds. 
It did not help when evidence of such es- 
capes was found in Mexico. 

In Europe, experimental fields sown 


with GM crops were duly trashed by envi- 
ronmental activists. Green biotech, evi- 
dently, does not appeal to greens. Indeed, 
paranoia levels are now so high that last 
year some African governments refused 
food aid that might contain GM grain, in 
case their own crops were “contaminated” 


by cross-pollination that would make 
them unacceptable to European consum- 
ers. Rather than risk that, they preferred to 
let people starve. 

It sounds as though agricultural bio- 
technology is in trouble, but in reality it is 
not. Though there has been a general » 




















> downturn in agribusiness recently, sales 
of GM seeds themselves were worth more 
than $4 billion last year, according to the 
International Service for the Acquisition 
of Agri-biotech Applications (ISAAA), 
which monitors the spread of GM crops. 
The area planted with genetically modi- 
fied crops now amounts to almost 60m 
hectares-admittedly only 4% of the 
world's arable land, but a 12% increase on 
the year before. Where GM strains of a 
crop species are available, they are starting 
to dominate plantings of that species. Half 
the world's soyabean crop is genetically 
modified. And despite the panic in Africa, 
three-quarters of those who plant GM 
crops are farmers in the poor world. 

All the same, GM crops have not lived 
up to the sales patter. In 1996, when such 
crops started to be introduced in earnest, 
the market was dominated by just two 
sorts of modification. One was the addi- 
tion of btin order to reduce the need for in- 
secticides. The other protected crops 
against a herbicide called glyphosate, al- 
lowing them to be sprayed more effec- 
tively. Moreover, only four crops—soya, 





maize, canola (a high-yielding form of 
rape) and cotton—accounted for almost all 
the GM-planted area. 

The optimists claimed that this was 
only the beginning. A few years hence, 
they said, the world would enjoy better, 
more nutritious crops, which would be 
drought-resistant, cold-resistant, salt-resis- 
tant and virus-resistant. All this would 
amount to a new green revolution, cour- 


tesy of genetic modification. 

In practice, all that has happened is that 
the protection genetic modification pro- 
vides against herbicides and insects has 
been made a bit more effective, and some 
plants previously protected against one 
are now protected against both. There 
have been no genuinely new modifica- 
tions—-which is a pity, because there are a 
lot of good ideas around, and the poor 
world in particular could do with them. 


Crop circles 
It is too easy to blame finicky consumers 
and Luddite environmentalists for this 
state of affairs. They have played their part, 
but the real culprit, as the Nobel-prize-win- 
ning Dr Brenner observed, is economics. 
The genetics of maize allow the seed 
market to be controlled by a handful of big 
firms, including Monsanto, which owns 
the bt and glyphosate-resistance transgene 
patents. Maize, soya, cotton and canola are 
supplied to farmers as so-called F1 hybrids, 
produced by crossing pure parental strains 
grown exclusively by the seed companies. 


Fi hybrids do not breed true, so farmers »* 








> must go back to the seed merchants for 
new supplies each year. Developing a mar- 
ketable transgenic strain is almost as costly 
as developing a new drug, and this kind of 
control of the market helps to make invest- 
ing in transgenics worthwhile. Opponents 
of GM crops who claim that transgenics 
concentrate power in the hands of seed 
companies have it backwards. In reality, 
only those crops already in the hands of 
such companies have got the treatment. 

Another factor is market size. Even if 
the market is captive, it has to be big 
enough to justify the investment. Wheat, 
with a planted area in North America that 
is about two-thirds that of maize, would 
be worth genetically modifying. Indeed, 
Monsanto has developed a glyphosate- 
protected strain of wheat and hopes to 
have it approved soon. But transgenic ver- 
sions of less widely planted crops may 
never become worthwhile unless the tech- 
nology gets much cheaper. 

Economics also helps to explain why 
such modifications as have been made are 
aimed at the farmer rather than the con- 
sumer. It has been possible for several 
years to make seeds containing healthier 
oils or more vitamins (eg, the famous vita- 
min-A-enhanced “golden rice”). But such 
modifications are commercially pointless, 
at least in the West, where most crops are 
used in processed foodstuffs rather than 
sold as raw ingredients. If people want ex- 
tra vitamins or particular oils, it is easier 
and cheaper for the food manufacturers to 
add these in the factory. The retail market 
for raw ingredients is simply too small to 
justify spending money on the develop- 
ment and approval of modified versions. 
And those in the rich world who care 
about their ingredients might well resist 
the idea of a new GM strain, however 
healthy. 

Farmers, on the other hand, can see the 
virtue of paying a bit more for their seed if 
that allows them to use fewer chemicals. 
So it is not surprising that the only people 
interested in using genetic modification to 
enhance the nutritional qualities of crops 
are farmers—and they want it for animal 
feed. 

To oblige its customers, Monsanto has 
formed a joint venture with Cargill, an- 
other large agriculture company. This will 
modify the protein composition of soya 
and maize grown for animal feed, boost- 
ing the levels of essential amino acids 
(which animals cannot make but have to 
obtain from their diets). A second defi- 
ciency of animal feed, its lack of useful 
phosphorus, is being tackled by Diversa, a 


San Diego-based protein-evolution firm. 
One of its most promising ideas is not a 
protein-based drug, but an enhanced ver- 
sion of a bacterial enzyme called phytase, 
which has just been approved by the 
American authorities. Feed contains 
plenty of phosphorus, but most of it, par- 
ticularly that in soya, is bound up in a 
chemical called phytic acid, which mam- 
mals cannot digest and which also inhibits 
the absorption in the gut of trace nutrients 
such as zinc. Phytase breaks up the acid, 
liberating the phosphorus and helping mi- 
cronutrient absorption. That means less 
need for supplements, and therefore 
cheaper feed. 


A stressful future? 

In rich countries where farmers are being 
paid to take land out of cultivation, im- 
proving the resistance of crops to salt, cold 
and drought is of no great interest, but that 
has not stopped research completely. For 
example, Mendel Biotechnology, a small 
firm based in Hayward, California, has 
been investigating resistance to such 
stresses in a plant called Arabidopsis, a ge- 
netic workhorse that has had its genome 
completely sequenced. Stress-resistance is 
known to be controlled by biochemical 
networks that involve several hundred 
proteins. Fiddling with these proteins one 
at a time is unlikely to have much effect, 
but Chris Somerville, Mendel's boss, 
thought that the networks might be 
"tuned" to be more or less active through 
the use of transcription factors—proteins 
that regulate the transcription of messen- 
ger RNA from genes, and thus control how 
much protein is produced from a gene. 

In partnership with Monsanto and Se- 
minis, the world's largest vegetable-seed 
firm, Mendel's scientists checked all 1,900 
transcription factors produced by Arabi- 
dopsis. They identified those involved in 
protecting the plants from salt, cold and 
drought, and found that altering the ex- 
pression of those factors could protect the 
plant more. For example, they produced a 
strain of Arabidopsis that tolerated 17°C of 
frost. The technique works in crop plants, 
too. Whether it will ever be commercially 
viable is a different question. But it might 
help farmers in the poor world, where 
drought, in particular, is often a problem. 
Mendel has offered to donate its drought- 
protection technology to the Rockefeller 
Foundation, a large philanthropic orga- 
nisation, for just that purpose. 

Rich farmers, though, might be inter- 
ested in genes that do the same jobs as ex- 
isting transgenes, but do them better. To 





this end researchers at Verdia, a subsidiary 
of Maxygen, have taken natural fungicidal, 
insecticidal and herbicide-detoxification 
genes and improved their efficacy up to a 
thousandfold. They have even tinkered 
with rubisco, one of the proteins involved 
in photosynthesis, and managed to im- 
prove its productivity. 

Fiddling with photosynthesis would 
certainly be a radical idea. But biotechnol- 
ogy may also bring radical change of a dif- 
ferent sort to farming. Cotton aside, most 
GM crops are grown for food. Yet white 
biotechnology could revolutionise the use 
to which the countryside is put, shifting it 
away from growing food and towards 
growing raw materials for industry. 8 





NCE upon a time, much of the man- 

made world consisted of things that 
had been grown. Clothes, carpets, bed- 
sheets and blankets were woven from 
wool, flax, cotton or (if you were lucky) 
silk. Shoes were made of leather. Furniture 
and fittings were made of wood, which 
also served as fuel for heating and cooking. 
Then humanity discovered coal, oil and 
chemistry. Today only the poorest and the 
richest people burn wood, and many of its 
other uses have been taken over by plas- 
tics. Natural fibres, too, have ceded much 
of the market to artificial ones. But biology 
may be about to revenge itself on the syn- 
thetic, petroleum-based industrial world 
by providing new materials and fuels. And 
in this guise, it may even become accept- 
able to the environmental movement. 

In truth, biotechnology has been qui- 
etly working away at industrial applica- 
tions for some years. It started with en- 
zymes. A business in purifying and selling 
bacterial enzymes for use in food manu- 
facturing, washing powders and so on has 
existed for decades, but in 1988 a Danish 
firm called Novozymes produced the first 
transgenic enzyme, a fat-digester for deter- 
gents. Partly thanks to this lead, Novo- 
zymes is now the world’s largest enzyme 
manufacturer, hotly pursued by several 
other firms. 

Enzymes are proteins, which have a 
reputation for being fussy molecules. Ex- 
pose them to the wrong temperature, acid- 
ity, salinity or pressure and they stop 
working, sometimes permanently. And 
the temperature, acidity, salinity and pres- 
sure of industrial chemistry is often very 
different from that found in familiar living 
organisms. However, it has become clear 
that lots of bacteria thrive in conditions 
that used to be regarded as hostile to life. 
Quite a cottage industry, known as bio- 
prospecting, has developed to collect these 
bacteria from hot springs, soda lakes, arctic 
rocks, industrial-effluent outlets and so on. 
Enzyme companies then analyse the bugs 
for proteins that look like useful starting 
points for the sort of directed evolution 
used by firms such as Applied Molecular 
Evolution, Genencor and Maxygen in their 
search for drugs. 

Enzyme-catalysed processes have al- 


ways been a more efficient way of making 
molecules than traditional chemistry. 
They often involve fewer synthetic steps, 
and the yield of each of those steps is al- 
most always close to 100%, whereas the 
cumulative losses from step to step of do- 
ing things in a complicated traditional syn- 
thesis mean that the yield may easily end 
up below 10%. But until recently, the range 
of reactions for which enzymes could be 
used was limited, and their fussiness con- 
fined them to high-value products such as 
drugs and vitamins. Now, thanks to di- 
rected evolution, there is serious talk of us- 
ing enzymes to make cheap, bulk chemi- 
cals. And not only talk: action, too. 


Material progress 

The most promising applications for the 
new model enzymes over the next decade 
are plastics and fuels. The two most ad- 
vanced plastics projects are those of Du- 
Pont, one of the world's biggest chemical 
companies, and Cargill-Dow, a joint ven- 
ture between the agricultural and chemi- 
cal firms of those names. DuPont's pro- 
cess, developed in collaboration with 
Genencor, took biochemical pathways 
from three different micro-organisms and 
assembled them into a single bacterium. 
The raw material for the process is glucose 
syrup made from maize starch. This is con- 
verted into a molecule called 1,3 propan- 
diol, which is used to make a polyester 
called Sorona. But Sorona is only half bio- 
logical. It is a copolymer-that is, it is made 
out of two sorts of monomer-and the 





other one, a molecule called terephthalate, 
still has to be made from oil, so there is 
some way to go. 

Cargill-Dow is closer. Its product, Ingeo, 
is made out of lactic acid, which in turn is 
made from glucose. Traditional techniques 
are used only for the polymerisation of the 
individual lactic-acid monomers into po- 
lylactic acid (the chemical name for Ingeo). 
The stuff is being made in commercial 
quantities at a plant in Nebraska, and is 
about to go on the market. At the moment 
it is rather more expensive than its petro- 
chemical competitors, but Cargill-Dow 
hopes to brand it as a premium product in 
the market for environmentally friendly 
goods. 

Biopolymers are environmentally 
friendly twice over. Since their manufac- 
ture uses little in the way of fossil hydro- 
carbons, they do not add to global warm- 
ing. And because they are biodegradable, 
they cause no pollution when discarded. 
The firms’ bigwigs seem hopeful that this 
will prove a big enough attraction to allow 
them to reap economies of scale that will 
then make their products truly cost-com- 
petitive. 

DuPont and Dow are giants, but bio- 
polymers can be for minnows too. Meta- 
bolix, a small firm based in Cambridge, 
Massachusetts, takes the process for mak- 
ing them to its logical conclusion—by get- 
ting living organisms to do the polymerisa- 
tion as well as making the monomers. 

Animals and plants store surplus en- 
ergy in the form of carbohydrates, oils and » 







































































* fats. Some bacteria, though, use a different 
molecule, called a polyhydroxyalkanoate, 
or PHA. About a decade ago, when they 
were working at the nearby Whitehead In- 
stitute, James Barber and Oliver Peoples, 
the founders of Metabolix, realised that 
this material might be put to use as a plas- 
tic. They have spent the past ten years 
proving the point. 

Having prospected the bacterial world 
for appropriate enzymes, and assembled 
enzymatic pathways in the same way that 
Genencor did for DuPont, they came up 
with something new: bugs that actually 
make plastics and store them inside them- 
selves, in large quantities (about 80% of 
the weight of a grown bacterium is plastic) 
and in great variety. PHAs are not a single 
chemical, but a vast molecular family. Dif- 
ferent enzyme pathways can turn out dif- 
ferent monomers, producing plastics with 
different properties. Indeed, it is possible 
to have two different enzyme pathways 
within the same bacterium. The result is a 
co-polymer that expands the range of 
properties still further. 

Metabolix, which plans to start com- 
mercial production later this year, has 
shown that its PHAs, too, can be produced 
at a price which is competitive with atleast 





the more expensive existing polymers, 
such as polyesters. That in itself may not 
be enough to convince manufacturers to 
switch from tried and trusted materials to 
Metabolix's novel ones, but the firm hopes 
thatin thelarge market for single-use items 
the added feature of biodegradability will 
be a clincher. If manufacturers do not 
make the change unprompted, then a 
nudge from the regulators might be ex- 
pected. Currently, plastic is a persistent 
form of rubbish, whereas an object made 
of PHA will disappear in a few weeks if 
dumped in a landfill, or even in the sea. 

Get the price right, then, and the oppor- 
tunities are enormous. According to a re- 
port published in 2001 by McKinsey, a 
consultancy, by 2010 biotechnology will 
be a competitive way of producing about a 
fifth of the world's chemical output by 
value. That means white biotech will be 
competing in a market worth $280 billion, 
of which McKinsey thinks the technology 
might capture about $160 billion. As bio- 
tech processes become cheaper, those 
numbers will increase. 

All the companies working in this field 
have projects designed to bring down the 
costs. Metabolix, for example, hopes to 
switch from growing plastics in bacteria 


(which have to be fed) to growing them in 
plants (which will make them out of wa- 
ter, carbon dioxide and sunlight). Th 





firm's researchers have already hod he 
that this is possible in the laboratory. They Ls 


are now scaling up the process. 


The enzyme firms, meanwhile, are a 
working on an idea that would allow 


whole plants to be used as chemical feed- 
stock. Glucose syrup is a refined product, 
made from maize grains, which form only 
a small part of the plant. Maize grains cost 
about $80 a tonne. That is cheaper than pe- 
troleum, weight for weight, but the re- 
searchers think they can improve on this. 
Instead of the grains, which are the most 
valuable part of the plant, they are trying 
to find ways of using the waste, which 
fetches only about $30 a tonne for silage. 
Unfortunately, it consists mainly of cellu- 
lose, a natural polymer of glucose but a re- 
calcitrant one. 

Help, though, is at hand. The reason 
dead plants do not stay around indefi- 
nitely is that they are eaten by bacteria. 
These bacteria contain cellulose-digesting 
enzymes known as cellulases. Genencor 
and several of its rivals are using this as the 
starting point for building a better cellu- 
lase. Verdia, Maxygen's plant-biotechnol- »» 
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> ogy subsidiary, is hoping to go one better. 
Its researchers are working on developing 
a cellulase that the plant would make in its 
own cell walls. To prevent the enzyme di- 
gesting the living plant, it would be 
tweaked to work most effectively in condi- 
tions found not inside plants but in bio- 
reactors. 

If these ideas come off, then an era of 
limitless supplies of glucose could follow. 
That would allow the production not only 
of as much plastic as anyone could want, 
but also of another product that can easily 
be made from glucose: ethanol. This is not 
only the active ingredient of booze, but 
also an efficient fuel. Henry Ford’s first car 
was powered by it. Today, some of the mo- 
tor fuel sold in Brazil is pure ethanol, which 
modern engines can be tuned to run on 
happily, and the rest is 20% ethanol. Even 
in the United States nearly a tenth of all 
motor fuel sold is a blend of 90% petrol 
and 10% ethanol. And since the carbon in 
ethanol made from plants came out of the 
atmosphere, putting it back there cannot 
possibly cause any global warming. 

At this point some people in the indus- 
try turn starry-eyed and start talking about 
a future “carbohydrate economy” that 
might replace the existing “hydrocarbon 
economy”. The countryside would be reju- 
venated as a source of raw materials. Land 
now taken out of cultivation would be put 
back to use. Small-scale chemical plants to 
process the stuff would pop up every- 
where. And the oil-producing countries 
would find themselves out of ajob. 

Surprisingly, these visionaries are of- 
ten hard-headed businessmen. Even more 
surprisingly, the numbers they are bandy- 
ing do not sound all that exotic. The Ameri- 
can market for bioethanol is already 8 bil- 
lion litres a year (see chart 5). The 
enthusiasts at Genencor reckon it could be 
as high as 75 billion litres a year by 2020. 
That would be enough to replace two- 
thirds of America’s current petrol produc- 
tion. In January, a Canadian firm called Io- 
gen opened a small cellulase-powered pi- 
lot plant that converts straw into ethanol. 


The germ of an idea 

Finding enzymes such as cellulases in- 
volves, as mentioned earlier, bioprospect- 
ing. But there is bioprospecting, and then 
there is Craig Venter. Dr Venter was the 
man behind Celera, the company that 
took on the Human Genome Consortium. 
The firm got its scientific edge from a tech- 
nique called whole-genome shotgun se- 
quencing, which he had developed to 
Work out the genetic sequences of bacteria 





in one go. Using the money Celera had 
raised, Dr Venter applied the technique to 
the much more complicated task of work- 
ing out the human genome in one go. 
Now, he proposes to apply it to entire eco- 
systems, working out the genomes of all 
the critters in them by a similar, one-step 
approach. Admittedly the critters are bac- 
teria, and the ecosystems are water sam- 
ples from the Sargasso Sea. But such sam- 
ples will have thousands of species in 
them, most of which cannot be cultured in 
the laboratory and are therefore inaccessi- 
ble to standard sequencing methods. 

Whole-genome shotgunning works by 
shredding the DNA of an organism into 
tiny pieces, sequencing the pieces, then 
sticking the results together again in the 
right order, using a powerful computer 
and clever software. Whole-ecosystem 
shotgunning aims to do the same with all 
the DNA in a sample, regardless of how 
many species it comes from. If the soft- 
ware is good enough, it will be able to sort 
the pieces into the individual genomes. 

Dr Venter is full of ideas about what 
might be done with his discoveries, even 
before he has made them. But he is particu- 
larly excited by the possibilities for energy 
generation, and recently set up a new orga- 
nisation, the Institute for Biological Energy 
Alternatives, to investigate them further. 
In his view, replacing petrol with ethanol 
is old-think. New-think would power the 
world not with internal combustion en- 
gines but with fuel cells. And fuel cells use 
hydrogen. 

One way to make hydrogen biotech- 
nologically mightbe with a bug called Car- 
boxydothermus, which was discovered in a 
hydrothermal vent (an undersea volcanic 
spring) off the coast of Russia. This species 
lives by reacting carbon monoxide with 
water. One of the waste products is hydro- 
gen. A more promising route might be to 


intercept the hydrogen ions produced in 
the first step of photosynthesis. Another of 
Dr Venter’s pet projects, creating a bacte- 
rium with a completely synthetic genome, 
could come into its own here. By leaving 
out the genes for the sugar-forming path- 
ways that normally use these hydrogen 
ions, such a creature could be made to de- 
vote allits energies to producing hydrogen. 
Nor could it escape into the outside world 
(always a worry with bio-engineered 
bugs), because it would lack the biochemi- 
cal apparatus to survive there. Thus 
trapped, it could, he muses, be used in so- 
lar-powered fuel cells for such applica- 
tions as portable computers. 

That points to the power of industrial 
biotechnology to create completely new 
products. The idea of a partly living fuel 
cell may be merely dipping a toe in the 
ocean of possibilities. Another dipped toe 
is that of Nexia Biotechnologies, based in 
Quebec, which is using technology similar 
to that of GTC Biotherapeutics to turn out 
spider silk in goats' milk. Spiders, observes 
Jeffrey Turner, the firm's boss, have been 
perfecting silk for the past 400m years. 
Such silk comes in many varieties, which 
do different jobs for spiders and can thus 
do different jobs for people. For Nexia's 
products, these jobs range from stopping 
bullets when the silk is worn as body ar- 
mour to stitching up eyeballs after surgery. 

Some firms, such as Genencor, are start- 
ing to explore wilder shores. As propo- 
nents of nanotechnology (the incipient 
field of building devices a few billionths of 
a metre across) are wont to observe, biol- 
ogy isnatural nanotechnology. Why, then, 
go to all the trouble of creating an artificial 
nanotechnology from scratch? Genencor 
is collaborating with Dow Corning, a big 
materials company, in this area. Among 
other things, the firms are looking at rho- 
dopsins, the protein molecules that act as 
light-detecting pigments in a range of or- 
ganisms from bacteria to people. Genen- 
cor has bred 21rhodopsin-type molecules, 
each of which responds to a particular 
wavelength of light. These molecules 
might have applications as switches in 
photonics, the as yet largely hypothetical 
idea that data could be processed by light 
instead of by electronics. These are small- 
scale investments, and may come to noth- 
ing, but they are worth a flutter. 

However, there are shores yet wilder 
than these awaiting, where big battles are 
almost guaranteed. For among the pros- 
pects offered by biotechnology is one hith- 
erto reserved for science fiction: tailor- 
made humans. & 
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ARNING against intellectual arro- 

gance, Alexander Pope wrote: 
“Know then thyself, presume not God to 
scan; the proper study of mankind is 
man.” But his words have turned out to be 
misguided. Though studying man may not 
exactly have led scientists to scan God, it 
has certainly led to accusations that they 
are usurping His role. 

More drugs; cheaper food; environ- 
mentally friendly industry. Who could ob- 
ject? But people do. The image that haunts 
biotechnology, and perhaps the most in- 
fluential piece of science fiction ever writ- 
ten, is Mary Shelley’s “Frankenstein”. 
When the book was first published in 1818, 
most people did indeed believe that life 
was created by God. Shelley’s student doc- 
tor apes that act of divine creation and 
comes a cropper. He has come to epito- 
mise the mad-scientist figure: either down- 
right wicked, or at the least heedless of hu- 
manity's good. 

The book's subtitle, though, is telling: 
"The Modern Prometheus". Prometheus, 
in the Greek myth, stole fire from heaven 
and gave it to mankind with the intention 
of doing good. The reason Prometheus 
was punished by his particular set of gods 
was that he gave mankind power, and 
with that power, choice. 

Biotechnology is not about to create a 
human from off-the-shelf chemicals, nor 
even from spare parts. But it may soon 
have the power to manipulate human life 
in ways which could bring benefits, but 
which many will find uncomfortable or 
abhorrent. A choice will have to be made. 


Clones to the left of me... 

No one has yet cloned a person, or geneti- 
cally modified one, at least a whole one. 
But people are working on technologies 
that could help to do these things. 

An existing individual might be cloned 
in several ways. The first would be to per- 
suade a cell (say a skin cell) from the 
individual to be cloned that it was, in fact, a 
fertilised egg. That would mean reactivat- 
ing a whole lot of genes that skin cells 
don't need but eggs do. As yet, no one 
knows how to go about that. 

The second way is the Dolly-the-sheep 
method, which is to extract the nucleus of 
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nology could transform humanity—provided humanity wishes to be t 


an adult cell and stick it in an egg from 
which the nucleus has been removed. That 
seems to trigger the desired reprogram- 
ming. Or instead of putting the nucleus 
into an egg cell, it might be put into a so- 
called stem cell from an early embryo. Em- 
bryonic stem cells can turn into any other 
sort of cell, so might possibly be per- 
suaded to turn into entire people. 
Regardless of that possibility, embry- 
onic stem cells have medical promise, and 
several firms are currently studying them. 
Geron, the most advanced of these firms, 
has worked out how to persuade embry- 
onic stem cells to turn into seven different 
types of normal cell line that it hopes can 
be used to repair damaged tissue. Blood 
cells could be grown in bulk for transfu- 
sions. Heart-muscle cells might help those 
with coronary disease. "Islet" insulin-se- 
creting cells could treat diabetes. Bone- 
forming cells would combat osteoarthritis. 
A particular type of nerve cell may help 
sufferers from Parkinson's disease. Cells 
called oligodendrocytes may even help to 
repair the insulating sheaths of nerve cells 
in people with spinal injuries. Geron is 
also working on liver cells. In the first in- 
stance, these would be used not to treat 
people, but to test potential drugs for toxic- 
ity, because most drugs are broken down 








in the liver. 

Such transplanted tissues might be 
seen as foreign by the immune system, but 
Geron is keeping its corporate fingers 
crossed that this can be dealt with. Em- 
bryos have ways of gulling immune sys- 
tems to stop themselves being rejected by 
the womb. In case that does not work, 
though, the discussion has turned to the 
idea of transplanting adult nuclei into em- 
bryonic stem cells as a way of getting 
round the rejection problem. This idea, 
known in the trade as therapeutic cloning, 
has caused alarm bells to go off. The tech- 
nique would create organs, not people, 
and no one yet knows whether it would 
work. But some countries are getting ner- 
vous about stem-cell research. This ner- 
vousness has not been calmed by the ac- 
tivities of Advanced Cell Technology, à 
firm based in Worcester, Massachusetts, 
which announced in November 2001 that 
it had managed the trick of transplanting 
adult nuclei into stem cells and persuading 
the result to divide a few times. In effect, 
ACT created the beginning of an embryo. 

Last year President George Bush issued 
a decree restricting federal funding in 
America to existing embryonic stem-cell 
lines. Attempts are now being made in 
Congress to ban it altogether. Reversing 
the usual traffic flow, some American sci- 
entists have upped sticks and gone to Brit- 
ain, where the regulations on such re- 
search are liberal and settled. Some 
countries, indeed, have more than just set- 
tled regulations. Singapore, for example, is 
actively recruiting people who want to 
work on the human aspects of biotechnol- 
ogy. China, too, is said to be interested. 
Cynics might regard this as opportunism. 
But not everyone's moral code is shaped 
by Judeo-Christian ethics—and besides, 
moral codes can change. 

At the moment, cloning mammals is à 
hazardous business. It usually requires 
several hundred attempts to get a clone, 
and the resulting animal is frequently un- 
healthy, probably because the original 
transplanted nucleus has been inade- 
quately reprogrammed. Nor does there 
seem to be much of a market, so no one is 
trying very hard. 


Genetic modification is a different mat- » 





> ter. GTC's drug-producing and Nexia's 
silk-producing goats are valuable, and peo- 
ple are putting in serious work on the tech- 
nology. If someone wanted to add the odd 
gene or two to a human egg, they could 
probably do so. Indeed, something quite 
similar is already being done, although un- 
der another name: gene therapy intended 
to deal with illnesses such as cystic fibrosis 
is in fact a type of genetic modification, al- 
though admittedly one that is not passed 
from parent to offspring. But extending 
gene therapy to germ cells, to stop the dis- 
ease being passed on, is under discussion. 


... jokers to the right? 

A scene in “Blade Runner”, a film that asks 
Shelleyesque questions about the nature 
of humanity, is set in the headquarters of a 
prosperous-looking biotechnology com- 
pany. The firm makes “replicants”, robots 
that look like humans, and the firm’s boss 
describes how they are grown from a sin- 
gle cell. The replicants, it is plain, are ge- 
netically modified people without any le- 
gal rights. In this dystopia, it is the 
unaltered humans who rule. By contrast, 
“GATTACA”, another movie set in a ge- 
netically modified future, has the modified 
in charge. They are beautiful, gifted and 
intelligent. It is those who remain un- 
touched by modification who suffer. 

All this is in the realm of fiction, but the 
contrasting views of the potential effects 
of genetic modification point to an impor- 
tant truth about any technology. What 
really matters is not what is possible, but 
what people make of those possibilities. In 
the fantasy worlds of science fiction, peo- 
ple are frequently dominated by the tech- 
nology they have created, and made mis- 
erable as a result. Yet so far, the real 
technological future ushered in by the in- 
dustrial revolution has defied the fanta- 
sists. Dystopia has failed to materialise. 

Perhaps, one day, some tyrant will try 
to breed a race of replicant slaves, but it 
seems unlikely. It seems much safer to 
predict that the rich will attempt to buy 
themselves and their children genetic priv- 
ileges if and when these become available. 
But there is nothing new in the rich trying 
to buy privileges. The antidote is not a Dra- 
conian ban on basic research, but reliance 
on the normal checks and balances, both 
legal and social, of a liberal society. These 
have worked in the past, and seem likely to 
work in the future. 

Tyranny, by definition, is incompatible 
with liberalism. More subtly, the one near- 
universal feature of technologies in liberal 
societies is that in time popular ones get 


cheaper as market competition does its 
work. Personal genetic modification may 
start out aristocratic, but if it does turn out 
to be a good thing, it will become demotic. 
Conceivably, it may indeed prove to be the 
field’s killer application. And perhaps it is 
a useful antidote to hysteria to point out 
that trite, fun applications—say, temporar- 
ily changing your skin pigmentation—are 
conceivable, too. 

Critics may say that decisions on clon- 
ing and germ-line modification are differ- 
ent, because they affect an unborn individ- 
ual who has no say in the matter. But 
equivalent decisions about the unborn are 
routinely made already, albeit with the 
watchful eye of the law firmly on the deci- 
sion-maker. 

Even if people do not choose to alter 
themselves, though, biotechnology is 
likely to become ubiquitous. Its potential is 
too great to neglect. Its current woes will 
come to be seen as mere teething troubles. 
The first route to ubiquity is likely to be via 


| heer Cr AME UIS 
Tel+44 (0)20 7839 1937 

orfax credit card orders on 

+44 (0)20 7839 1921 

ore-mail: shop@economist.com 


the chemical industry. As people become 
more confident about manipulating en- 
zymes and micro-organisms, ever larger 
swathes of industrial chemistry will fall 
into biotech's grip. Like existing chemistry, 
though, the results will be taken for 
granted almost instantly. 

Health care will also be revolutionised 
by biotech: not merely through new drugs, 
but through the ability to deploy them pre- 
cisely and to anticipate the need for their 
use from studies of an individual's haplo- 
type. Medicine will become less of an art 
and more of a science. It may even become 
a consumer good, if drugs intended to let 
people operate beyond their natural ca- 
pacities are developed. That, though, is an- 
other area fraught with moral difficulties. 

What remains unclear is the extent to 
which bioengineered organisms will be- 
come products in their own right. The rasp- 
berry blown at GM crops, which are the 
only transgenic species on the market at 
the moment, does not encourage the idea 
that modified organisms will be wel- 
comed with open arms. But captive, ge- 
netically modified micro-organisms, such 
as those that would run Dr Venter's puta- 
tive solar-powered fuel cells, probably do 
have a big future. 

Large organisms, too, may be exploited 
in ways as yet hard to imagine: furniture 
that is grown, rather than made; clothing 
that eats the dead skin its wearer sheds; 
miniature pet dragons (fire-breathing op- 
tional) as household pets. Whatever hap- 
pens, however, it will be because some- 
body wants it to. Bacon was right. 
Knowledge is power-and generally a 
power for good. The century of Watson 
and Crick is just beginning. = 
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Britain comes round to war 


There's been a remarkable shift in the opinion polls, but history suggests Tony Blair 


should not rely on it 


F YOU'RE going to have a war, you have 

to have a hero. The British media have 
chosen one, in the form of Lieutenant-Col- 
onel Tim Collins of the Royal Irish Regi- 
ment (above). He hasn't actually done a 
great deal yet, but he is a photogenic Ul- 
sterman whose eve-of-war speech was 
bloodthirsty enough—“There are many re- 
gional commanders who have stains on 
their souls and they are stoking the fires of 
hell for Saddam. Show them no pity"—for 
the tabloids to applaud, and eloquent 
enough—“We go to liberate, not to con- 
quer"—for the quality press to compare 
him to Henry V and Churchill. 

Lieutenant-Colonel Collins’s heroic 
profile may be among the many reasons 
why British public opinion has shifted so 
sharply (see chart). So, probably, is the si- 
lence of the anti-war politicians. They 
have had their say. A lot of MPs voted 
against the government. Three ministers 
resigned. Most opponents of war now 
share the view of Charles Kennedy, leader 
of the Liberal Democrats: although he did 
not want the war, he will support the 
armed forces while they are fighting it. 

The media are thrilled. Wars push up 
television ratings and newspaper circula- 
tion. Reporters are being given greater ac- 
cess to the fighting than they have been in 
any previous conflict. The effect—as com- 
pared with the last Gulf war-is to shift the 
balance of coverage (and therefore of sym- 
pathy) away from pictures of bombed 
Iraqi babies in Baghdad, towards the ad- 


vancing allied forces. Viewers are therefore 
with the soldiers, in a way they never have 
been before. 

Editorial stances have changed since 
the war started. The Daily Mail and Mail 
on Sunday, for instance, touchstones of 
middle England, were, respectively, am- 
bivalent and opposed to the conflict (prob- 
ably less out of pacifist convictions than 
out of respect for the views of their largely 
female, and therefore generally anti-war, 
readership). Both are now behind the war 
effort, with the Daily Mail arguing that the 
troops are being held back by excessively 
gentlemanly rules of engagement. 

The changing nature of the anti-war 
movement is both symptom and cause of 
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the shift in opinion. The protest in London 
on March 22nd was different to that five 
weeks earlier. It was smaller: somewhere 
between 100,000 and 400,000, compared 
with around 1m. Its constituents were 
drawn more from particular lobbies: there 
were more dreadlocked anti-globalisers, 
more Muslims and fewer middle-aged 
white women. It linked Iraq and Palestine 
more obviously: there were many keffi- 
yahs and almost as many posters about 
Palestine as about Iraq. In the previous 
march, the anti-war movement looked like 
mainstream Britain. It no longer does. 

But the most remarkable change has 
been in the opinion polls. At the beginning 
of the year, 13% thought that Britain should 
go to war against Iraq. Now 56% think it 
was the right thing to do. Attitudes to Tony 
Blair and George Bush have shifted simi- 
larly. A little while ago, more Britons 
thought George Bush a bigger danger to 
world peace than Saddam Hussein. Now 
Mr Hussein wins by a wide margin. 

Opinion has shifted in favour of the 
war across gender, class and region; but 
there remain sizeable divides. Unskilled 
older men in the south of England (though 
not London-too many Muslims) tend to 
be pro-war. Skilled younger women in 
London (or Scotland) tend to be anti. 

The shift in opinion should be no great 
surprise. Much the same happened during 
the Falklands war. The British public was 
ambivalent when the taskforce was on its 
way to the south Atlantic. When the war 
started, opinion hardened. 

But the experience of the Falklands 
should not hold too much comfort for Mr 
Blair. According to MORI polls, although 
the public apparently liked the shooting, 
they didn't much like the killing. After the 
sinking of the Argentines' Belgrano, opin- 
ion went wobbly. Curiously, it did not 
harden again until the British had suffered 
some serious reversals. @ 
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Armed forces 


Soldier white 


Britain's armed forces are solidly white. 
That's a problem for them 


pu and American troops may be 
fighting shoulder to shoulder in Iraq, 
but it's easy to tell them apart. In pictures 
from the Gulf, our boys stick out for two 
reasons: they don't wear sunglasses, and 
they are nearly all white. 

Fewer than 2% of British servicemen 
and women are members of ethnic minor- 
ity groups, compared with 9% of the popu- 
lation as a whole and 37% of the American 
armed forces. The British army is more di- 
verse than the navy or the air force (both 
around 1% non-white), but that does not 
make it any more representative of British 
society, since many of those black and 
Asian soldiers are foreigners. This year, for 
instance, the force recruited 380 Jamai- 
cans, 438 Fijians—and just 344 non-white 
Britons. 

There is no reason why the armed 
forces ought to mirror the civilian popula- 
tion—as the police, for example, should. 
But the services will have to do better at 
minority recruitment if they want to keep 
their strength up. Competition from civil- 
ian employers is fierce at the moment, and 
the northern industrial towns that tradi- 
tionally supplied men are in decline. As 
their populations fall, so the recruitment 
pool shrinks. For two out of the last three 
years, the army has fallen short of its re- 
cruitment targets. 

The forces are now trying to bring in 
more non-white Brits, but they are up 
against some imposing obstacles. Only six 
years ago, the Commission for Racial 
Equality uncovered evidence of deeply- 
rooted racism in the army—and all the ser- 
vices subsequently signed up to a plan to 
improve the way they dealt with non- 
whites. Although things have got better 
since then, the military still struggles to 
convince ethnic minorities that its much- 
vaunted history and traditions do not ex- 
tend to racial purity. 

The whiteness of the military is in part 
justa numbers problem. As Chris Myant of 
the Commission for Racial Equality says, 
"if unemployed black men from Totten- 
ham as well as unemployed white men 
from Salisbury thought of joining the 
army, they wouldn't have a recruiting pro- 
blem." But itis also a matter of skills short- 
ages. As the services become more high- 
tech, their need for recruits with math- 
ematical and computer skills is rising. The 
army tends to recruit from the lower eche- 
lons of society; and poor ethnic-minority 
youngsters tend to be better-educated 
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than whites in the same social group. 

The armed forces have changed in 
other ways, too. They now spend much of 
their time on peacekeeping missions, 
where a premium is placed on tact and 
sensitivity. Even when fighting, soldiers 
are expected to make judgments about 
people that go beyond appearances. In 
Iraq, British soldiers are trying to spot the 
difference between civilians, reluctant sol- 
diers, and diehard loyalists (who may be 
dressed as civilians); they are not just go- 
ing after people with moustaches. A mili- 
tary that can cope with a bit of diversity in 
its own ranks is likely to be better at this 
sort of thing. m 


War costs 


An affordable war 


So long as itis short. But the peace may 
prove expensive 


S GORDON BROWN prepares his bud- 
get on April 9th, he will be worrying 
less about the costs of fighting in Iraq than 
many might imagine. Though unwel- 
come, the bill for a short war will be quite 
containable and should not require tax in- 
creases to pay forit. The chancellor's bigger 
concern will be about longer-term pres- 
sures for higher defence spending once the 
war is over. 

Mr Brown has already budgeted for an 
extra £1 billion ($1.6 billion) and he re- 
cently set aside an additional £750m. This 
will not be enough. A short war is likely to 
cost double that, £3.5 billion, says Mark 
Stoker, defence economist at the Interna- 
tional Institute for Strategic Studies. That's 
one Jubilee Line extension, three-and-a- 
half Millennium Domes or 25 hospitals. 

This estimate, which covers deploy- 
ment of troops to and from the Gulf and 
actual fighting, is based on the cost of Brit- 
ain’s engagement in the Gulf war of 1991, 
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which lasted six weeks. Then, as now, Brit- 
ain deployed about 45,000 troops. The 
number of ships, aircraft and tanks was 
also comparable. The total cost in 1991 was 
£2.5 billion, equivalent to £3.3 billion in to- 
day’s money. A longer war now would in- 
crease the bill by £750m a month, esti- 
mates Mr Stoker. 

One big difference is that Britain didnot 
pay most of the 1991 bill. Four-fifths was 
picked up by allies, mainly Kuwait and 
Saudi Arabia, but with sizeable contribu- 
tions also from the UAE, Germany and Ja- 
pan. But although Britain will have to meet 
the whole cost this time around, £3.5 bil- 
lion is not much when compared with the 
size of the economy and the public fi- 
nances. In the financial year starting in 
April, total public expenditure will 
amount to £455 billion, 41.5% of GDP. 

But the bills will keep coming in after 
the war is over. British troops are likely to 
be involved in peacekeeping. Based on ex- 
perience in Bosnia and Kosovo, the cost of 
deploying 10,000 troops in peacekeeping 
operations for a year would come to £1.6 
billion. Britain is also likely to have to con- 
tribute to reconstruction costs and 
humanitarian aid, which are likely to total 
$25 billion, according to Mr Stoker. 

Unlike the immediate conflict in Iraq, 
some of these outgoings could continue 
for years to come. That matters, says Carl 
Emmerson, programme director of the In- 
stitute for Fiscal Studies. “If the spending is 
one-off, it won't matter, but if it is perma- 
nently higher it will mean either expendi- 
ture cuts elsewhere or higher taxes.” 

Probably the biggest worry for Mr 
Brown is whether the overall defence bud- 
get may now need to increase. At present, 
only 2.3% of national income goes on de- 
fence; 15 years ago, the figure was 4.4%. If 
there is more of this sort of thing, defence 
spending will probably have to rise by 
more than the 1.2% annual real increase al- 
ready allocated for the next three financial 
years. But the chancellor can probably 
leave that headache until the next spend- 
ing round in 2004. For the time being, the 
war in Iraq is affordable. s 
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Chinese students 


Western promise 


Chinese students are flooding in to 
British universities 

EEN from close to, Britain's universities 

are in a sorry state: overcrowded, cash- 
strapped and demoralised. But from far 
away they can look very attractive. Their 
marketing to foreign students is excellent, 
especially in China, where educating chil- 
dren abroad is increasingly fashionable 
(see page 31). The latest firm figures, from 
2001, show around 18,000 Chinese stu- 
dents in British higher education. That 
makes them the largest group out of a total 
of 143,000 foreigners. And it is a 71% in- 
crease on 2000. Preliminary figures for 
2002 show a further increase of 67%, tak- 
ing the likely total over 25,000. By far the 
most popular subjects are business studies 
and accountancy (35%) followed by com- 
puting (14%) and engineering (11%). 

On the face of it, that benefits everyone. 
Chinese students pay handsomely-at 
least £15,000 ($24,000) for a one-year 
MBA, or £8,000 annually for a three-year 
undergraduate course. That helps fill the 
universities’ rattling coffers, especially at 
the hard-up ex-polytechnics, which are 
finding it hard to attract British students. 
With cash comes enthusiasm. Chinese stu- 
dents tend to be brighter and harder-work- 
ing than their local counterparts. An engi- 
neering lecturer at a midlands university 
newly popular with Chinese customers 
waxes lyrical on the subject: “Compared to 
my British students they are a joy to teach. 
They actually like to work, and they actu- 
ally know the necessary maths, like calcu- 
lus, already.” 

But there are big problems elsewhere, 
mostly reflecting a fundamental difficulty: 
it is easier for universities to sell their 
courses than to deliver what the customers 
want. The most mundane example is day- 
to-day life. British universities assume that 
students are, to most intents and purposes, 
independent adults, able to make choices 
about both academic and private life. Ac- 
commodation is mostly self-catering. So- 
cial life revolves heavily around alcohol. 

By contrast, arrangements in China are 
more paternalistic. Students either live at 
home or sleep six to a room. Take-away 
food is extremely cheap. Few know how to 
cook or do housework-especially if they 
are the pampered offspring of the one- 
child families encouraged by China's 
population controllers. British habits such 
as pub-crawls and binge drinking are mys- 
tifying, even repellent, to them. As a result, 
coping with life in Britain often involves 
hanging out with other Chinese students— 





...and all I got was this lousy hat 


meaning that one big hoped-for benefit, 
exposure to an English-language environ- 
ment, is muted. Yvonne Turner, an aca- 
demic specialising in the Sino-British cul- 
tural gulf, says some Chinese students tell 
her that their English-language skills de- 
cline while in Britain. 

This fits in with a second problem. Chi- 
nese university teaching is different to that 
in British higher education. Class discus- 
sion and questioning the teacher are rare 
and often discouraged. Exams are very im- 
portant; group-based activities and 
course-work hardly feature. Memorising 
and regurgitating texts matter a lot; use of 
other source material and critical thinking 
skills, especially at undergraduate level, 
are minimal. 

Coupled with the often-hesitant spo- 
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ken English of many Chinese students, 
that can create irritation in the classroom. 
British students often feel frustrated by 
their Chinese colleagues’ silence. Academ- 
ics find it hard to know if they have got 
their points across. For their part, Chinese 
students are often scornful of discussions 
that they regard as little more than “play- 
ing". Coming from a highly competitive 
system themselves, they often find the 
British system of assessment overly fluffy 
and sympathetic. Another big difference is 
that Chinese university teachers abandon 
formality outside lessons and develop 
close ties with their students. In Britain it 
tends to be the other way round. 

There is a scramble to solve these pro- 
blems before customers look elsewhere. 
Other countries are competing for the Chi- 
nese market too. One private outfit in Ger- 
many offers an English-language MBA spe- 
cially tailored to Chinese students. 
Australia and New Zealand are stepping 
up their efforts too. 

British universities need to manage 
expectations better. The British Council, 
the government's cultural diplomacy out- 
fit, offers training to the agents who help 
Chinese families choose universities for 
their children. A website provides feed- 
back and advice from Chinese students al- 
ready in Britain. The better universities of- 
fer specially tailored induction courses for 
new Chinese arrivals—ranging from tips 
on shopping and public transport to thor- 
ough training in how to write essays and 
give presentations. That differs sharply 
from the boozy welcome given to local 
freshers. Chinese students' main priority 
for extra-curricular activity is not social 
life, points out a British Council specialist, 
but finding some workplace experience to 
go with their studies. Odd, or what? m 


Scottish nationalists mourn their union with Britain. Misguidedly so 


NYTHING to help the tourist trade. 
That, presumably, was the Scottish 
Executive's thinking when it laid on 
some pomp and pageantry to mark the 
400th anniversary of the union of the 
Scottish and English crowns. But the 
Scottish National Party smells a rat. 

To some Scottish patriots, March 24th 
1603, when James VI of Scotland also 
became James I of England, marked the 
start of a slide that ended with the sub- 
jugation of the country by its larger 
southern neighbour. The anniversary 
shindigs are particularly unwelcome, 
they reckon, because they mean, in ef- 
fect, a burst of state-financed unionist 
propaganda slap in the middle of the 


campaign for elections to the Scottish 
Parliament on May 1st. 

For a party whose biggest electoral 
problem is persuading Scots to feel more 
self-confident about independence, this 
seems narrow-minded. Admittedly, the 
Stuarts were not a great success, and 
were binned in 1688 for another import, 
this time from Holland. But, with the 
Jamestown settlement in Virginia, they 
launched the empire, which was largely 
run by Scots. And Scottish dominance of 
today's cabinet suggests they have re- 
tained much of their power. The SNP 
should surely be arguing that, if the 
Scots can run Britain, they can be trusted 
to run their homeland. 
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Bagehot | The home front 


Will the politics of behaviour re-connect Labour to the voters? 





pee first meeting of Labour MPs since the beginning of the 
war was an almost surreal affair. A few weeks ago, the ap- 
pearance of Alan Milburn, the health secretary, could have been 
expected to provoke a flurry of dissent and newspaper stories 
totting up the size of the coming revolt against his plans for foun- 
dation hospitals. But few MPs even bothered to turn up. Mr Mil- 
burn, whose modest proposals for giving hospitals a little local 
independence from the great maw of the NHs have cast him as 
one of New Labour's fedayeen, said his piece and that was that. 

Although parliamentary life goes on, MPs are as glued to the 
24-hour television news channels as the rest of the country. Even 
their constituents have stopped troubling them for fear of hin- 
dering the war effort. As it has become clear that British and 
American forces have some hard and difficult fighting ahead of 
them, the mood is sombre rather than fractious. Temporarily 
overshadowed by all the recent parliamentary drama, things 
that seemed terribly important only a short while ago no longer 
burn with the same intensity. 

Of course, it won't last. Even if the war drags on messily for a 
good bit longer, attention will eventually start to switch back to 
more domestic preoccupations. Inevitably, there has already 
been a fair bit of speculation about the ways in which the war 
will have altered the dynamic of the relationship between Tony 
Blair and his party. 

From Mr Blair's always-voluble critics—a coalition of the 
hard-left, old Labour dinosaurs, peaceniks, discarded former 
ministers and a few Brownies (who may not have noticed the 
striking rapprochement the war has brought about between the 
prime minister and the chancellor)-there is much talk of his 
need to "re-connect" with the party. The implication is that Mr 
Blair's high-handedness in taking Britain into an unpopular war 
is all of a piece with his contempt for supposedly traditional La- 
bour "values". Re-connection has become shorthand for forcing 
Mr Blair to give up any attempt to make the public sector offer 
more choice and better value. 

But public-service reform is not an issue that animates most 
Labour MPs. They tend to think the huge sums of money the gov- 
ernment is pouring into schools and hospitals are having some 
effect and their attitude to controversial ideas such as foundation 
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hospitals is pragmatic rather than ideological. When Mr Milburn 
signalled a few weeks ago that in due course nearly every hospi- 
tal would get foundation status, some of the heat promptly went 
out of the argument. 

What does hit the hot-buttons of most MPs is the combusti- 
ble mix of issues that go under the umbrella of "security": 
broadly speaking, yobbishness, low-level crime, street violence, 
immigration and asylum. MPs say that their mailbags overflow 
with anxious and angry letters from their constituents about 
these matters. Although crime has dropped by more than a quar- 
ter in the past five years, the poor and the vulnerable feel threat- 
ened and trapped by what they see as a rising tide of disorder 
around them. Asylum and immigration touch on these other 
worries to the extent that, as one Labour MP put it, “people be- 
lieve that border policy is no longer being carried out in the 
country's best interest." 


Win some, lose some 

Difficult though it is to use the blunt instrument of legislation to 
foster a more civil society, MPs probably have more real interest 
in the government's forthcoming anti-social behaviour bill than 
in anything that Gordon Brown is likely to announce in next 
month's budget. A former minister, Frank Field, describes re- 
sponding to these concerns as the "new politics". For Mr Field 
and many of his backbench colleagues, re-connection is much 
more about making tangible progress in these areas than about 
some theological argument over whether or not to introduce 
market disciplines to the NHS. 

Mr Blair and David Blunkett, the home secretary, could not 
agree more. They make no bones about their impatience with 
the objections of squeamish civil libertarians to their tough poli- 
cies: after all, one of New Labour's most-repeated mantras is 
“rights and responsibilities”. 

There is, however, some danger in this for the government. 
Re-connecting with one group can all too easily mean discon- 
necting with another. In its determination to prove that it identi- 
fies with the hopes and fears of Labour's traditional supporters, 
the government may begin to drive the many well-meaning pro- 
fessional and middle-class people who flocked to New Labour's 
banner when Mr Blair became leader in 1994 into the waiting 
arms of the Liberal Democrats. 

While working-class voters tend to feel patriotic pride in the 
exploits of British troops, their more sceptical, United Nations- 
loving social superiors are less happy about the path Mr Blair 
has taken them down. As for the government's toughly populist 
social agenda, if you don't live on a sink estate or fear that your 
job might be taken by asylum-seekers, it just looks illiberal and 
vaguely nasty. 

If that were all, the government would not have too much to 
worry about. But with tax increases about to bite, it is those rela- 
tively prosperous middle-classes who will pay the lion's share. 
And they will be much angrier than their poorer and less vocal 
fellow-citizens if the promised public service delivery doesn't 
happen. Combine that with the prospect of having to bear the 
real cost of university education for their children and you have 
a potentially toxic political brew. 

Important though the new politics of behaviour and security 
undoubtedly are, the government will still ultimately be judged 
by the old politics of how it taxes and spends. That is a truth La- 
bour MPs would do well to re-connect themselves to. m 
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Defence contractors 


Military-industrial complexities 


The defence industry will not be the biggest beneficiary from the war 


S WAR broke out on March 20th, a Boe- 
ing factory on the outskirts of St Louis, 
Missouri, landed a contract from the De- 
partment of Defence for an extra $690m- 
worth of JDAMs (Joint Direct Attack Muni- 
tions), the little $20,000 strap-on kits that 
turn ordinary bombs into satellite-guided 
weapons. A harbinger of things to come? 
Unlikely, because the order was, to be ac- 
curate, a coincidence. Boeing had already 
opened a new factory and doubled its ca- 
pacity as the Pentagon fell in love with this 
weapon, made possible by GPs (Global Po- 
sitioning System). Such orders take a long 
time to materialise. 

Replacing all the munitions now bang- 
ing over Baghdad falls short of a bonanza 
for traditional defence companies such as 
Lockheed Martin, Boeing, Raytheon and 
Northrop Grumman. The real money for 
them has always been in long-term con- 
tracts to produce weapons platforms, such 
as aircraft carriers and warplanes. 

The lighter, more flexible military oper- 
ation in this Gulf war marks a move away 
from massed warfare towards smarter, 
computerised fighting. The real lesson of 
Gulf war two might be that less (if digitally 
connected) is more. If this process (termed 
transformation by its leading advocate, 
Donald Rumsfeld, the defence secretary) 
develops, it could mean wrenching 
change for traditional contractors. 

There is a further worry for the defence 
industry. Extra spending on war, such as 


the $62.6 billion that George Bush this 


week asked Congress to approve "ur- 


gently", could lead to a budget crunch 
later. And that might, in turn, lead to cutsin 
future orders for warplanes, such as the 
F-22 and F-35 fighters. Mr Rumsfeld has al- 
ready said that he will seek alternative sav- 
ings. For instance, the American Air Force 
has 25% more bases than it needs. Nick 
Fothergill, defence analyst at Banc of 
America Securities, reckons that Mr Rums- 
feld will turn surplus bases into industrial 
parks to cut costs, raise capital and protect 
weapons-procurement programmes. 

The Pentagon said this week that it will 
be seeking to replenish stocks of muni- 
tions that it has been using to pound Iraqi 
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positions, from Tomahawk cruise missiles 
at about $600,000 a pop down to artillery 
shells. The American forces have already 
fired off more than 500 Tomahawks, about 
half the total shipped to the Gulf. But to 
put that in proportion, all of Raytheon's 
existing contracts to make or upgrade such 
missiles amount to only about $1 billion, 
out of total annual sales of around $70 bil- 
lion. No defence contractor can survive by 
pinning all its hopes on only one or two 
weapons programmes. Typically, no sin- 
gle programme will account for more than 
a couple of percentage points of total sales. 

Of the $62.6 billion supplementary 
budget, only $3.7 billion is to replace spent 
munitions, with a further $2.8 billion des- 
tined for other weapons procurement. Ac- 
cording to Tassos Philippakos, aerospace 
analyst at Moody's, a rating agency, the 
near-term impact for defence contractors is 
only *moderately positive". 

The biggest payout is the $30 billion 
that the Pentagon says it has spent trans- 
porting troops and hardware to the war 
(and that includes the return trip). Of this, 
extra personnel-related costs alone ac- 
counted for some $15 billion. Armies 
marching on their stomachs on the other 
side of the world cost more than boys in Bi- 
loxi boot camp. In the budget that the Pen- 
tagon put forward for this year, before war 
loomed in Iraq, about 40% of the total of 
$379 billion came under the heading of 
"operations and maintenance". That 
means the cost of housing, feeding, fuel- 
ling, paying and administering the four 
armed services of America. By compari- 
son, less than 2096 was for new weapons 
procurement, the stuff that the defence in- 
dustry per se produces. 

A look at how the share prices of the 
traditional defence contractors have fared 
reflects this (see chart). Since the outbreak 
of the war, they have moved in line with »* 





> the general market, following this week's 
decline of the s&p 500 index before re- 
bounding. The reason the stockmarket 
takes such a cool view of defence shares in 
hot wars is that the army, navy or air force 
does not suddenly rush out and order 
more tanks, ships or warplanes just be- 
cause it has to fight an enemy. These pro- 
curement programmes are spread over 
long lead times. The real boost to defence 
shares came in the wake of September 11th 
2001, since that disaster alerted the world 
to a potentially more violent, bleaker fu- 
ture. Subsequently, the shares of Lock- 
heed Martin, the highest climber among 
the defence stocks, rose by almost 80%. 
Sending an army halfway round the 
world to fight a modern war is expensive, 
requiring everything from transport ships 
and aircraft to rT and logistics specialists to 
support an increasingly digital war. This is 
good business, but not for giant defence 
contractors. It is, rather, a boon to compa- 


Textiles 


Clever stuff 


nies such as Halliburton, an oil-services 
firm formerly chaired by Vice-President 
Dick Cheney, and csc DynCorp, which 
specialises in providing rr and housekeep- 
ing-support services (from canteens to gar- 
bage collection) for the government. 

Since the first Gulf war, the number of 
American frontline troops has fallen by 
some 32%, as various auxiliary tasks have 
been outsourced to private contractors. 
csc DynCorp, formed this month when 
Computer Sciences Corp bought the em- 
ployee-owned DynCorp for about $1 bil- 
lion, claims to be one of the Pentagon’s top 
ten suppliers, because of rr and other sup- 
port it provides at bases and in the Gulf. 
The Brookings Institution calculates that 
there are ten civil contracting staff for ev- 
ery 100 servicemen in the Middle East, a 
tenfold increase since the first Gulf war. In 
that respect, this is the first privatised war. 
It is the mercenaries in the kitchens who 
are making the real money. 8 


Can intelligent fabrics save the rich world's textile industry? 


T IS too late for the war in Iraq, but sol- 

diers could soon be wearing the ultimate 
in battledress: smart combat suits. In May, 
MIT opens its "Institute for Soldier Nano- 
technologies"—a dull moniker for perhaps 
the world's most expensive and fanciful 
experiment in fashion. MIT is leading an 
$80m five-year project, partly financed by 
the Pentagon, to develop fabrics that think. 
The dream is to make a uniform for future 
warriors that could neutralise chemical 
poisons, treat wounds, or hydrate soldiers 
in the desert by recycling body fluids. 

Like a dedicated mobile hospital, these 
fabrics could monitor combatants’ heart 
rates, keep their bodies nourished, deliver 
drugs, and relay their condition to head- 
quarters. The clothes would repair and 
clean themselves, change shape in re- 
sponse to temperature, and even change 
colour for chameleon-like camouflage. 

They would also be lighter. Today’s sol- 
diers lug around 100 lbs (45 kg), including 
communications equipment, limiting 
both speed and performance. In future, 
electrically conductive yarns could turn 
uniforms into featherweight communica- 
tions systems, with keypads and monitors. 

In fact, most of the technology needed 
to produce such clothes already exists. To 
date, however, most applications have 
been on the fringes—eg, pageable panties 
or T-shirts that change colour in bars and 
clubs. Surgeons have long worn footwear 


made of conductive material to guard 
against static sparks in oxygen-filled op- 
erating theatres. Outlast Technologies, 
based in Colorado, sells a parka with fibres 
interlaced with paraffin-filled microcap- 
sules that capture and release the body 
heat of skiers in changing temperatures. 
And Japan has just exported Phiten, its 
chain of clever-clothing stores, to London, 
where it is selling sportswear made from 
titanium-coated fibres that apparently re- 
lax muscles and reduce cramp. 

The greatest potential seems to lie in 
two areas: nanotechnology and making 
clothes conductive. Of course, “electric” 
clothes are not new. The first wearable 
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electric jacket, sold by Levi Strauss at 
$1,000 each, flopped because it had little 
more than an array of crude and heavy 
wires sewn into the lining. Today’s con- 
ductive fibres, coated in metals such as sil- 
ver and nickel, are different. Incorporated 
into normal soft, washable fabrics, they 
could eventually transform our humble 
garbs into personal microprocessors. 


Dedicated followers 
High-fashion designers-from Ermene- 
gildo Zegna to Paul Smith and DkKNy—have 
already started to combine fashion with 
electronics. Sensatex, a New York com- 
pany, will start selling its licensed Smart- 
Shirt commercially this year for $200. The 
shirt, now being tested by the Audi and 
Porsche racing-car teams, can record 
everything from respiration rates to a 
driver's precise location—information that 
can be relayed via wireless technology. 
The strength of conductive fabrics is 
that they look and feel normal and are 
easy to care for. Weaving them is also easy. 
Christopher Pastore, professor of textile 
engineering at Philadelphia University, 
says: “The marvellous thing is you can 
make these fabrics on 200-year-old Jac- 
quard looms.” The technology is also get- 
ting cheaper, as less expensive metals are 
used. Sauquoit, a Pennsylvania firm, 
makes a conductive yarn that is ten times 
finer than the equivalent from DuPont, the 
market leader, at a third of the price. 
Metal-coated fibres, like ordinary ones, 
can be easily broken. Gorix, a company 
based in Yorkshire, England, has found a 
novel way round this—by baking a deriva- 
tive of an acrylic fibre in an oven with inert 
gases. The result is that the entire cloth be- 
comes almost as conductive as metal and 
almost impossible to tear. Gorix has sold 
the technology to America’s biggest div- 
ing-suit firm and several ski-boot compa- 
nies, and is about to sign up one of the 
world’s biggest medical suppliers. Harley 
Davidson may soon use patches of the ma- 
terial in leather jackets to warm bikers’ kid- 
neys and shoulders. Carmakers such as 
GM are considering Gorix’s technology, 
not just as a better way to warm seats but, 
more cleverly, to identify passengers elec- 
tronically so that the car “knows” whether 
to deploy an airbag in the event of a crash. 
Robert Rix, Gorix’s boss, warns about 
hyping smart textiles too much, pointing 
to a big practical problem: the batteries 
needed to power conductive clothing. 
“This is not a cheap technology,” he says. 
“There is no point trying to sell a heated 
glove for £9.99 ($15.70) and hiding the fact 
that the battery costs £49.” Retailers such as 
Marks & Spencer and Wal-Mart both like 
Gorix’s fabric, but they cannot make it pay 
until battery technology improves. 
Even so, intelligent fabrics hold out 
hope for western manufacturers. Al- 
though Europe and America can no longer » 
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> compete with Asia on production costs, 
the introduction of technical, patented in- 
novations gives the rich world’s textiles in- 
dustry a fresh chance. David Brookstein, 
dean of the textiles school at Philadelphia 
University, observes that “America and 
Europe’s strength is in intellectual prop- 
erty. We can no longer manufacture tex- 
tiles, but we can manufacture ideas.” In 
Germany, where the textiles industry has 
shrunk by a third in the past decade, so- 
called technical fabrics now account for 
40% of total textiles output. 

Warren Buffett, a famously savvy inves- 
tor, also seems to think there is a future in 
smart textiles. In February, he made a 
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Television news 


Embedded in Iraq 


$579m bid for the now-bankrupt Burling- 
ton Industries, once the world’s biggest 
textiles company (he has since been out- 
manoeuvred by a rival). One of Burling- 
ton's few remaining assets is its 51% stake 
in a tiny firm called Nano-Tex, which em- 
ploys nanotechnology to make clothes 
Stain-resistant. Already bought by Gap, 
Land's End and Dockers, Nano-Tex uses 
whiskers measuring 10 nanometres long 
to bind fibres tightly enough to shrug off 
liquids. Burlington survived the 1930s de- 
pression by pioneering the use of rayon, 
the world's first man-made fibre. Seventy 
years later, smart man-made fabrics may 
yet save both it and an entire industry. m 
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The high cost of the war to the 24-hour news networks 


HE first Gulf war made CNN, Ted Tur- 

ner’s pioneering 24-hour news network, 
a household name. This time round, CNN is 
but one of a dozen or so non-stop news 
channels—from the BBC and Fox News, to 
al-Jazeera and its newest rival, Dubai-based 
al-Arabiya. All-news networks not only face 
intense competition now; they are also in 
the middle of a severe media slump. Will 
this war make the networks, or break them? 

There are certain fixed costs for any 24- 
hour news service, but the extra expense of 
covering the war is heavy. CNN, for in- 
stance, has about 250 staff in the Gulf re- 
gion, about ten times its normal number. 
Not only do they need to be fed and shel- 


tered; they also have to be supplied with 
video phones, satellite dishes, vehicles, se- 
curity gear and so forth. Before the war be- 
gan, CNN spent over $1m on security train- 
ing. Now the running costs are piling up. It 
costs $1,500 a day merely to link a channel 
up to a geo-stationary satellite from a 
phone on the ground. 

CNN is understood to be spending $1m 
a day covering the war, and to have put 
aside a $25m war-chest. “But itis clearly go- 
ing to cost more than that,” comments one 
CNN insider. John Stack, vice-president of 
news-gathering at Fox News, which has 
just over 100 staff in the region, says his 
war budget runs into “tens of millions of 
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dollars.” The BBC, which has over 200 peo- 
ple in the Gulf, feeding both its 24-hour 
news service in Britain and BBC World, its 
international channel which is running 
non-stop news, is said to have earmarked 
some £10m ($15m) for the war. Tom Wol- 
zien, an analyst at Sanford Bernstein, esti- 
mates that the additional cost will run to 
roughly $40m-6om for the American 
news networks, about 10% of their annual 
news budgets—enough, in other words, to 
make a big dent in profits. 

For the publicly financed BBC, these ex- 
tra costs do not need to be set against for- 
gone revenue. Nor do such worries appear 
to touch the Arabiclanguage satellite- 
news channels: al-Jazeera, for instance, is 
backed by the Emir of Qatar. For commer- 
cial operators, however, the war not only 
inflates costs but also squeezes revenues. 
Sky News, for instance, partly owned by 
Rupert Murdoch's News Corporation, 
stopped running advertising once the war 
began. Fox News ran no commercials for 
the first 60 hours. The American networks 
could be forgoing some $3m-7m a day in 
deferred and cancelled advertising. 

The implication of all this is that some 
news networks may have to find ways to 
share costs. Last year, Disney's ABC News 
began merger talks with CNN, part of AOL 
Time Warner-though the talks were later 
called off. ABc had pared back its overseas 
news bureaus and was looking for further 
ways to cut news costs. As it is, ABC has a 
news-sharing arrangement with the BBC. 
Less surprisingly, News Corp’s Fox News 
has been taking news feeds from its sister 
channel, Sky News. This quest for econo- 
mies of scale could propel fresh merger 
talks in future. 

For now, the news networks are less 
concerned by the cost of the war than by 
the kudos it brings. Supplying the ultimate 
form of reality-Tv, shot by “embeds”—a 
noun invented by the Pentagon to refer to 
journalists travelling with soldiers—this 
war is zapped live into the living-room as 
no other. Despite the financial troubles of 
its parent, for example, CNN has had no 
trouble getting backing for its big-budget 
war coverage. "We face the prospect of 
spending alot of money at a time when it's 
not going to pay back," says Tony Maddox, 
in charge of CNN International for Europe, 
Africa and the Middle East. "But in thelong 
run, there is a reward." 

At stake is the ability of the 24-hour 
news networks to entrench themselves in 
America as the news source of choice. If 
this happens, it will bein no small part due 
to the brash upstart Fox News, whose 
cheerleading coverage has continued to 
beat CNN in the ratings so far. Nobody is 
suggesting that, once the war-chests 
empty, 24-hour coverage will be scaled 
back. As Mr Wolzien puts it, for those who 
are unsure: "This is, after all, what news 
networks are supposed to do." @ 
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Hotspots and fries 


SAN FRANCISCO 
Coming to a McDonald's near you: 
wireless access to the internet 


EING wired is old hat. It's time to get un- 

wired. So says Intel, the world's largest 
chipmaker, which has launched a new 
family of chips under the name "Cen- 
trino". Its aim is to turn "Wi-Fi", a way to 
gain access to the internet wirelessly, into a 
standard feature of portable computers. 
The launch was accompanied by a barrage 
of announcements from firms planning to 
charge for Wi-Fi access via "hotspots" in 
public places. Take your laptop to a hot- 
spot and you can surf the net unplugged. 

Toshiba and Accenture have an- 
nounced plans to set up 10,000 hotspots in 
America. Cometa, a joint venture between 
Intel, IBM, AT&T and others, has already 
said it will build 20,000. A consortium of 
five Asian telecoms firms plans to build 
20,000 hotspots across Asia by the end of 
the year, and similar moves are afoot in Eu- 
rope. An hour's free Wi-Fi access is being 
thrown in with every meal at a handful of 
McDonald's hamburger restaurants. 

Given the runaway success of Wi-Fi in 
offices, universities and homes over the 
past couple of years, these announce- 
ments have been surprisingly slow in com- 
ing. Gartner Dataquest, a market-research 
firm, estimates that 15m Wi-Fi adaptors for 
computers were sold worldwide last year, 
and 4.4m access points that can link com- 
puters within 50 metres or so to the in- 
ternet. According to Jupiter, another mar- 
ket-research firm, 57% of American 
companies already use Wi-Fi, and another 
22% plan to do so within the next year. 

Yet travellers who open their laptops in 
airports or railway stations hoping for a 
Wi-Fi signal usually do so in vain. There 
are millions of private Wi-Fi access points, 
but there are hardly any public hotspots: a 
mere 3,400 in the United States at the end 
of last year, and about half that number in 
Europe, according to Gartner. It is only in 
the past couple of months that grand plans 
for thousands more have been set in mo- 
tion. Why has it taken so long? 

The commercial Wi-Fi market has had 
an unexpectedly slow start for a number 
of reasons, says Ross Pow of Analysys, a 
consultancy. The market is fragmented— 
there are hundreds of would-be commer- 
cial Wi-Fi operators in America alone—so 
hotels, restaurants and retailers have been 
deluged with offers from firms hoping to 
set up hotspots on their premises. More- 
over, the business model is still unclear. 
Should a hotel group, say, try to set up hot- 
spots by itself? Or should it go into partner- 


> 2, EER Ere +. espn i>. = Ny = =i oe. a " i . e 
re kè z Á - r = 





ship with a Wi-Fi operator? 

Another difficulty, notes Glenn Fleish- 
man, co-author of “The Wireless Network- 
ing Starter Kit”, is that there have already 
been several false starts. Wi-Fi access has 
only just become available at San Fran- 
cisco airport, for example, which ought to 
have been one of the first places on earth 
to have a hotspot. But the airport twice 
signed agreements with flaky Wi-Fi oper- 
ators that subsequently went bust. 

Intel’s strong backing for the technol- 
ogy is now prompting a shake-out. The 
company is investing $150m in Wi-Fi firms 
and plans to spend $300m promoting its 
Centrino chips. Through Cometa, it is 
seeding the market by building a network 
of Wi-Fi hotspots. As other firms enter the 
market on Intel's coat-tails, it seems likely 
that many smaller firms will either go out 
of business or be snapped up by larger 
ones. Last week, Cisco agreed to pay 
$500m for Linksys, a firm that makes Wi-Fi 
equipment for homes and small offices. 

Cellular-network operators around the 
world are also moving into Wi-Fi, despite 
previous worries that doing so would 
muddy the prospects for "third-genera- 
tion" mobile networks. Wi-Fi and 3G, they 
claim, can co-exist happily. The estab- 
lished operators' interest in Wi-Fi is annoy- 
ing enthusiasts, however. They had hoped 
that the technology would upset the status 
quo in telecoms, just as the internet did a 
decade ago. 

Last year, there were several attempts 
to build commercial Wi-Fi networks from 
the bottom up, by aggregating private hot- 
spots in homes and offices and offering 
their owners a share of the proceeds from 
paying users. But this idea failed: its best- 
known proponent, Joltage, closed its doors 
last month. Such outfits, says Larry Bril- 
liant, Cometa's founder, were unable to 
provide the guaranteed levels of service 
that business customers expect. Instead, 
like the internet before it, Wi-Fi is now 
moving from the realm of grassroots en- 
thusiasts to that of the big computing and 
telecoms companies. 8 





European carmakers 


Heading east 


WARSAW 
How long can eastern Europe keep 
enticing western Europe's carmakers? 


RNAVA, a tiny town in western Slova- 

kia, is the new face of European car 
manufacturing. In January, France's PSA 
Peugeot Citroén chose it as the site for a 
new €700m ($745m) assembly plant that 
will start turning out 300,000 passenger 
cars a year in 2006. The French company's 
investment comes on the heels of a joint 
venture with Japan's Toyota to build a €1.5 
billion plant in the Czech Republic. Mean- 
while, Britain's MG Rover is poised to 
make a big investment in Poland; and Re- 
nault is preparing to launch a new budget 
model at its factory in Romania. 

The appeal of central Europe is obvi- 
ous: cheaper labour costs (roughly one- 
fifth of those in the European Union); good 
infrastructure; and a prized location at the 
heart of a soon-to-be enlarged EU. Gone 
are the days when poorer EU members, 
such as Spain and Portugal, could lure for- 
eign carmakers with lower wages and 
hefty grants for underdeveloped regions. 
When Germany's Volkswagen announced 
last year that it was axing jobsin Spain and 
shifting part of its production to Bratislava, 
it confirmed that southern Europe's com- 
petitive edge in the car industry had been 
blunted. Louis Schweitzer, chairman of Re- 
nault, thinks that Toyota's factory in north- 
ern France, opened in 2001, will be "the 
last large car plant in western Europe”. 

Peugeot's boss, Jean-Martin Folz, is not 
only opening factories in eastern Europe; 
he is also hoping for growth in the market 
there in the longer term. For now, though, 
new car sales in central Europe are a small 
fraction of those in the Ev. Global Insight, 
a research group, expects sales among to- 
day's EU accession candidates to double » 
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* by 2012, but they will still amount to only 
13.4% of west European sales. 

The investment rush is being encour- 
aged by the fact that central European 
countries will no longer be able to offer in- 
vestors such generous tax breaks once they 
join the Eu in 2004— which is why they are 
pulling out all the stops to win new invest- 
ment now. The Czechs, who boast the re- 
gion's highest foreign direct investment 
per head, win praise from multinationals 
for setting up CzechInvest, an inward in- 
vestment agency that cuts through the bu- 
reaucratic rules that can stymie deals. Po- 
land, the runner-up for Peugeot's two 
central European sites, has seen its star 
wane due to weaker investment incentives 
and heavier tax and administrative bur- 
dens. “We could do with a PolishInvest,” 
says Wojciech Drzewiecki, head of Samar, 
a Warsaw-based automotive consultancy. 

Robust growth would also help. Sales 
of new cars in Poland have fallen by 60% in 
the past three years, as the economy has 
faltered. That has dashed hopes among lo- 
cal producers of a central European car 
boom, so putting a premium on exports to 
western Europe. Yet with currencies in the 
region strong in anticipation of EU mem- 
bership, exports are being hit hard. An- 
other concern is post-accession wage pres- 
sures. Trade unions at Renault's plant in 
Romania have just won a 17% pay rise after 
going on strike for four days. Not a good 
omen some four years before Romania is 
due to join the Eu. The French carmaker's 
new model there may not be such a budget 
version after all. m 


Express-delivery firms 
A package with 
strings attached 


NEW YORK 
Efforts to block DHL’s return to its 
homeland 


OUNDED in 1969 by three free-spirited 

Americans, the delivery firm DHL is 
readying itself for a big push back into the 
land of its birth. But its present owner— 
Germany's post office, no less-is proving a 
handicap. No sooner had Deutsche Post, 
DHL's parent, announced a $1 billion deal 
this week to acquire bits of Airborne, a 
smaller American express-delivery firm, 
than FedEx, ups and other rivals were lob- 
bying to get the deal blocked. They argue 
that Deutsche Post already violates laws 
requiring that domestic airlines be con- 
trolled by American citizens. 

Seeking to protect their home market, 
most of which they have carved up be- 
tween themselves, FedEx and ups have 
been agitating unsuccessfully to get Deut- 
sche Post's airline affiliate, called DHL Air- 
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Deliver us from FedEx and UPS 


ways, thrown out of America ever since 
the German company bought a majority 
stake in DHL three years ago. But war and 
recession have darkened the country's 
mood. The Department of Transportation 
(DOT), which regulates the airline busi- 
ness, is under pressure to take another look 
at DHL Airways’ citizenship. Rick Paterson, 
an analyst at UBS Warburg, a Swiss bank, 
gives the Airborne purchase only an even 
chance of getting past the regulators. 

Under the terms of the deal, Deutsche 
Post will buy only Airborne's ground oper- 
ations; its airline unit will be spun off as a 
stand-alone business. Deutsche Post will 
then draw up a contract with this new air- 
line to handle business in America. This 
not only satisfies the ownership rules, 
maintains Uwe Doerken, DHL's chief exec- 
utive, but also fits with DHL's broader strat- 
egy of contracting out its airline work. 

Combined, he says, the new operation 
would have 21% of the overnight delivery 
market inside America, and 23% of the 
market in deliveries into and out of the 
country. In the ground delivery business, 
where ups has 70% of the market, DHL 
would have just a 2% share. But it says that 
weak competition and fat margins make it 
an easier business to enter. 

The Airborne arrangements ought to 
satisfy one of the worries raised by Ken- 
neth Mead, the DOT's inspector-general, 
about DHL Airways. Deutsche Post sold a 
controlling stake in its airline to William 
Robinson, an American citizen who had 
been a big shareholder in pHr's interna- 
tional operations. Mr Robinson installed 
his attorney, his brother and his financial 
adviser on the four-man board, further sat- 
isfying the letter of the law. But Mr Mead 
seems to be worried that DHL and Mr Rob- 
inson have entered into arrangements— 
formal or informal-that cede actual con- 
trol of the airline to the Germans. The Air- 












borne deal seems to be free of such 
complicating personal relationships. 

Mr Mead's second worry is more perti- 
nent. Thisis that the contract between DHL 
and DHL Airways gives the Germans effec- 
tive control by making DHL Airways a cap- 
tive vendor. Mr Mead notes that 90% of 
DHL Airways’ business is with DHL, a fig- 
ure that he says appears not to have 
changed since the DOT got DHL Airwaysto 
hire a marketing executive to drum up 
more outside business. Mr Mead also 
notes that DHL guarantees DHL Airways' 
debts and picks up its operating costs, the 
sort of contract that it will want to have 
with Airborne's spun-off airline. FedEx 
and ups both support Mr Mead's recom- 
mendation that the DOT put its decision 
on DHL Airways to a judicial review by in- 
dependent government lawyers. 

Mr Doerken says that the type of con- 
tract between DHL and DHL Airways is 
"standard industry practice"; DHL Airways 
maintains that the DoT has already thor- 
oughly investigated all the issues that Mr 
Mead raises. DHL Airways also says that, 
contrary to Mr Mead's assertions, it has 
drummed up new third-party business, in- 
cluding military contracts that have 
helped it to play a "significant role in ad- 
vancing us national security and military 
objectives as our nation approaches mili- 
tary conflict with Iraq." 

DHL Airways says that its competitors 
are trying to harass it, and to gain access to 
business information that would other- 
wise remain secret. Up to now, these argu- 
ments have enjoyed the support of Nor- 
man Mineta, the transport secretary, who 
has taken a relaxed approach to DHL Air- 
ways' citizenship requirements. German 
businessmen, terrified that souring dip- 
lomatic relations could incite a business 
backlash, will be watching future progress 
with concern. 8 
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Face value | The communist entrepreneur 


Yin Mingshan shows how to make profits and political friends in China 





IN MINGSHAN is a Chinese tightrope walker. One of a new 

breed of successful entrepreneurs, he balances commercial 
ambition with astute reading of the political tea-leaves. At an 
early age, he learnt the dangers of being politically incorrect in 
China. In 1958 he was expelled from high school for “rightist ut- 
terances” (he is still not sure what he said wrong), and three 
years later he was jailed for nine months for having “capitalist 
inclinations”. For nearly 20 years, Mr Yin was labelled a counter- 
revolutionary and assigned menial tasks in a factory. Today, at 
65, he is one of China’s wealthiest private entrepreneurs, with 
more than 5,000 workers on his payroll. But he is also careful to 
curry favour with the Communist Party. Last year, indeed, he 
told party officials that he wanted to join it. 

His move could not have been more opportune. The party is 
trying to win favour with private businessmen. In January, it ap- 
proved Mr Yin's appointment as deputy chairman of an advi- 
sory body to the government of Chongqing municipality, where 
his company, Chongqing Lifan Industry Group, is based. Mr Yin 
was the first private businessman in China to be awarded such a 
high position. It was an extraordinary achievement for a man 
who launched his business only in 1992, with capital of $36,000 
and nine staff. His was then one of a number of small-time pri- 
vately run motorcycle and motorcycle-component producers 
that had sprung up in response to soaring demand that the slug- 
gish state-owned factories were unable to fulfil. Mr Yin's pursuit 
of new technologies and export markets quickly turned his firm 
into one of the city’s giants—and a big contributor to the govern- 
ment's coffers. Last year it paid $15m in taxes. 

Mr Yin owes his success as much to his political tact as to his 
business skills. One official magazine called his political abilities 
"the acme of perfection". Mr Yin says he is still in discussions 
with the party about membership. Since 2001, the party—in be- 
lated recognition of the importance of private enterprise to the 
country's economic growth—has eased its ban on recruiting “ex- 
ploiters", as party theoreticians until recently still sometimes de- 
scribed the owners of private businesses. 

Mr Yin is rare among private entrepreneurs in China in his 
prominent advocacy of policy changes that could make it easier 
for the private sector to develop. For all China's embrace of free- 


marketry, private businessmen still suffer discrimination. Get- 
ting a loan from a state-owned bank, for example, is extremely 
hard. Securing a listing on one of China's two stock exchanges 
(almost the exclusive preserve of state-controlled enterprises) is 
next to impossible. One of Mr Yin's ambitions is for the private 
sector to be allowed to operate banks. This, he argues, would 
promote the development of institutions that could cater more 
effectively to the needs of small and medium-sized enterprises 
than can the big four state-owned giants or the similarly bad- 
debt-laden city commercial banks (of which there are 111). 

His motives are not entirely altruistic. The Lifan Group has 
joined 15 other big private enterprises in Chongqing in setting up 
what they call a “study group" looking into the establishment of 
their own private bank in the city. Mr Yin argues that, since 
China is allowing foreign banks to expand in accordance with 
the pledges it made when it joined the World Trade Organisation 
in 2001, it ought to give domestic non-state investors the same 
privileges. “We often say that foreign investment is like a son-in- 
law: it's no good acquiring one if it makes your son walk off in 
anger," he says. 

Mr Yin has chosen the right moment to make his case. At its 
16th congress last November, the party promised to give private 
capital greater freedom to invest in hitherto restricted areas. Offi- 
cials say all areas open to foreign capital will be open to domes- 
tic private capital-but they don't say exactly when. The Lifan 
Group would particularly welcome new opportunities. Compe- 
tition in motorcycles has become intense, and profit margins are 
falling. The group has a big share of the export market to Viet- 
nam, but there too it faces rapidly growing competition and vi- 
cious price wars. It needs to diversify. 

The group already has interests in winemaking, mineral wa- 
ter, sports shoes and even a top-ranking football team, Chong- 
qing Lifan. Mr Yin wants to move into the car industry, which is 
enjoying rapid growth (but is also very crowded). But his top pri- 
ority is financial services, which he wants to place at the summit 
of what he calls the “Lifan pyramid". He thinks the government 
could approve the formation of several private banks this year. 
Officially, China has only one at present, the Minsheng Bank, an 
organisation with strong links to the government. 


Painfully slow progress 

Optimists argue that the entry of entrepreneurs such as Mr Yin 
into the Communist Party’s inner circle will give the private sec- 
tor a more powerful voice in policymaking. Perhaps so in the 
long term, but progress is painfully slow. (Mr Yin's new position 
may sound impressive, but it carries no real power.) In the case 
of banking, despite the powerful arguments of Mr Yin and oth- 
ers, the government is a lot keener on promoting private invest- 
ment in existing state-owned banks than on setting up a new 
array of competitors. 

Experiments with private banking are therefore likely to be 
slow. As Mr Yin points out, if citizens are still ready to pour their 
savings into technically insolvent state-owned banks, they 
would do so more eagerly into private banks (believing the gov- 
ernment would stand behind them)—hardly a recipe for prudent 
management. So even Mr Yin, who is ever sensitive to the official 
mood, urges caution. "We should have them, but not too many 
at once. Those who fulfil the conditions should be allowed to go 
first," he says. His political nous should help to put Lifan near the 
front of the queue. m 
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A failure to liberalise farm trade threatens the entire Doha round of trade talks 


HE outlook for the already troubled 

Doha round of multilateral trade talks 
will darken considerably on March 31st. 
That was the deadline set by world trade 
ministers, when they launched the Doha 
round in November 2001, for agreement 
on the scope of talks for freeing up trade in 
agriculture. It is a deadline that is now cer- 
tain to be missed. 

Deadlines are always missed in trade 
negotiations. But this time the stakes are 
unusually high. For a start, agriculture is 
not the only issue on which the timetable 
has slipped. The Doha agenda promised 
an agreement by the end of 2002 on get- 
ting poor countries access to cheap generic 
drugs to fight Arps and other scourges. All 
countries bar the United States duly agreed 
on a formula in December; but, because 
changes to world trade rules must be 
agreed unanimously, the deadline was 
missed. Trade ministers are also squab- 
bling over altering existing trade agree- 
ments to help poor countries, which they 
also promised to do by the end of 2002. 

Moreover, farm trade is not some pe- 
ripheral issue: it is central to the whole 
round. Doha was launched with much 
fanfare about its being a "development 
round". Many developing countries felt 
they got a raw deal from the Uruguay 


round. They were dragged reluctantly into 
yet another set of trade negotiations 
largely by the promise of freer trade in 
farm goods. Lower tariff barriers and a big 
chop in the $300 billion-plus of subsidies 
that rich countries lavish on their farmers 
every year would give a big boost to many 
poor countries. Given the stakes involved, 
itis hardly surprising that those countries 
do not take kindly to delay. As Supachai 
Panitchpakdi, director-general of the 
World Trade Organisation (WTO), puts it, 
"the sense of frustration is growing." 

This frustration could spill over into 
other areas of negotiation, including ser- 
vices, more cuts in tariffs on industrial 
goods, and a revision of rules on anti- 
dumping. In all these areas, most countries 
will stall until they see progress in agricul- 
ture. March 31st is also the date by which 
countries are meant to table offers for 
which services they intend to free up, and 
by how much. There are murmurs in Ge- 
neva that some countries are now scaling 
back their offers. Robert Zoellick, Amer- 
ica's top trade man, recently implied that 
America's willingness to make conces- 
sions on anti-dumping, which will be po- 
litically tough to sell to Congress, depends 
on progress in the farm talks. 

The agricultural impasse must be 
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cleared if the round is to succeed. But how? 
The problem harks back to Doha itself. The 
WTO's members agreed then to make 
"substantial improvements in market ac- 
cess" (ie, reductions in tariffs), “reductions 
of, with a view to phasing out, all forms of 
export subsidies", and "substantial reduc- 
tions in trade-distorting domestic sup- 
port". But what constitutes "substantial", 
and how do you measure it? The weasel 
words of the Doha declaration papered 
over big differences between farm-subsi- 
dising rich countries and farm exporters. 


Farm corners 

In one corner stands the Cairns group of 
agricultural exporters (including Canada, 
Australia and Brazil), plus the Americans. 
Although there are differences among 
them, this group wants an ambitious out- 
come, including the scrapping of export 
subsidies and big cuts in trade-distorting 
domestic subsidies and tariffs. The Ameri- 
cans want to phase out export subsidies 
over five years, to cut subsidies to 5% of the 
value of farm production and to slash ta- 
riffs to no more than 25%. 

These radical plans admittedly stand in 
stark contrast to the American farm bill 
signed by George Bush last year, which 
dramatically increased farm subsidies. 
What this shows, argues Mr Zoellick, is 
that America is ready to dismantle subsi- 
dies—but only if the playing-field is level. 
And this implies that countries with 
higher tariffs and subsidies must cut them 
by more than those with less support. 

In the other corner stand countries that 
lavish most support on their farmers: the 
European Union, in particular, but also 
Switzerland, Norway, Japan and South Ko- » 





> rea. These countries take a different view 
of what “substantial” implies. The Eu re- 
jects the idea that export subsidies should 
be abolished (it talks about a 45% cut). Its 
definition of “substantial” is a 55% reduc- 
tion in trade-distorting subsidies and a 36% 
cutin tariffs. And it adamantly opposes the 
idea that those with higher tariffs and big- 
ger subsidies should cut more, suggesting 
instead that all countries should cut aver- 
age tariffs by the same amount. 

The Ev also wants the agriculture nego- 
tiations to cover a whole set of other areas, 
from food safety and labelling to rules that 
protect the names of products from spe- 
cific geographic regions, such as feta 
cheese or calamata olives. Such “non- 
trade” issues infuriate farm-exporting 
countries, which think the EU is trying to 
redefine the agenda to its advantage. 

Stuart Harbinson, chairman of the 
W'TO's agriculture negotiating committee, 
has been trying to forge a compromise by 
taking elements from both corners. But his 
first effort, released in February, was 
roundly criticised: Washington decried its 
"low level of ambition", Brussels com- 
plained that it was “unbalanced”. His sec- 
ond, marginally revised text was little 
more popular. 


Blame Mr Chirac 

For the most part, the European Union is 
roundly blamed for this mess (Japan and 
other farm protectionists are expected to 
follow Europe's lead). The underlying rea- 
son is Europe's failure to agree on radical 
changes to its common agricultural policy 
(CAP). In the absence of any political 
agreement on whether and how soon to 
reform the CAP, trade negotiators from 
Brussels have little room for manoeuvre. 

Franz Fischler, the EU's agriculture com- 
missioner, has made ambitious proposals 
to decouple subsidies paid to Europe's 
farmers from their production. In princi- 
ple, this would reduce the Eu's use of 
trade-distorting subsidies, as well as its re- 
liance on export subsidies. But several EU 
members, particularly France and the 
Mediterranean countries, view Mr Fis- 
chler's plans with deep suspicion. 

Worse, a deal between France's Jacques 
Chirac and Germany's Gerhard Schróder 
last year promised to keep CAP spending 
broadly unchanged until 2013. Although 
this will mean a cut in real terms, the 
French interpret it as putting off meaning- 
ful car reform. Conventional wisdom 
had long held that the Eu would be forced 
to reform the CAP to cope with its expan- 
sion to include such countries as Poland, 
with its huge number of farmers. Yet the 
Chirac/Schróder deal appears to push re- 
form far beyond the Doha timetable. 

Another pressure-point might come 
from Europe's ambitions to be a friend of 
poor countries. Last month, when he was 
drumming up opposition to war with Iraq, 
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Mr Chirac acknowledged for the first time 
that export subsidies harmed poor coun- 
tries in Africa. He suggested a moratorium 
on their use—surprising for aman who cut 
his teeth as French farm minister. Next day, 
normal service resumed: he argued that 
there was no need to reform the CAP. 
Europe's intransigence aside, the issue 
of how to help poor countries raises more 
problems for farm negotiations. Those 
with preferential access to rich-country 
markets, mainly in Africa and the Carib- 
bean, are keen to keep that advantage. Yet 


these preferences are anathema to more ef- 


ficient developing-country exporters, such 
as Argentina. And other poor countries are 
against complete farm liberalisation. In- 
dia, for instance, is deeply worried that 
cutting tariffs on agricultural goods might 
ruin its rural economy. 


Cut to Cancun 
The final deadline for dealing with all 
these issues has now become the next 
gathering of world trade ministers at Can- 
cun in September. “We seem to be rolling a 
snowball of unresolved issues towards 
Cancun," is how one trade negotiator puts 
it. Andthat, as many officials acknowledge 
privately, means that the original Doha 
deadline of finishing the round by January 
2005 is, in effect, defunct. Instead, minis- 
ters will have to choose between finishing 
a less ambitious agenda on time, or ex- 
tending the timetable. 

Those who argue that a slimmed-down 
Doha round is plausible point out that Pas- 
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cal Lamy, the Eu's trade commissioner, 
has a good reason to get something by the 
end of next year, when his term as com- 
missioner ends. Since Mr Lamy is a French 
socialist, Mr Chirac may be reluctant to re- 
appoint him as France's lone commis- 
sioner. But the odds of a mini-deal with 
scant progress on farm trade are minimal. 
For most countries, agriculture is simply 
too important to leave aside. 

Delay is therefore far more likely. Al- 
though nobody yet talks of it publicly, one 
popular revised deadline is 2007, the year 
that Mr Bush's fast-track negotiating au- 
thority expires. But delay brings big risks 
of its own, especially since the negotia- 
tions are so badly stalled. A particular con- 
cern is that momentum could shift else- 
where. The United States is working on a 
Free-Trade Area of the Americas as well as 
a slew of bilateral deals. The Eu is pursu- 
ing its own regional deals. Bilateral free- 
trade agreements are springing up all over 
Asia. Officials in Geneva worry that these 
are sapping energy from the Doha round. 
The benefits of a multilateral trade deal are 
vastly superior to those of a patchwork of 
bilateral and regional agreements. 

A second risk is of more trade disputes. 
Agriculture itself could throw up several. 
In recent years trade disputes over farm 
products have been put on hold under a 
“peace clause" negotiated during the Uru- 
guay round. That clause expires on Decem- 
ber 31st. If the peace clause expires and the 
Doha round is stalled, big exporters, such 
as Brazil, may resort to litigation. 

If Doha goes nowhere, several simmer- 
ing bilateral disputes between America 
and Europe could also boil up again. The 
biggest is the foreign-sales corporation tax. 
Brussels has won the right to impose up to 
$4 billion-worth of tariffs in retaliation for 
America's failure to get rid of this tax provi- 
sion, which the wro has ruled illegal. 
There may be fights over American steel ta- 
riffs, which the WTO is preparing to rule 
against. And Washington is mumbling 
about launching a wTO complaint over 
Europe's refusal to import genetically 
modified crops. Both sides have an incen- 
tive to be patient and amenable to compro- 
mise—but only if Doha remains on track. 

The lesson from the launch of the Doha 
round is that geopolitical stress, paradoxi- 
cally, can boost trade rounds. In the sum- 
mer of 2001, the prospects of launching a 
new trade round were dim, with huge divi- 
sions about what the Doha agenda should 
cover. The terrorist attacks of September 
11th changed all that. Doha became a sym- 
bol of unity in the war against terrorism. 

Today, progress in the trade talks could, 
once again, be a unifier. It could be a sign 
that the geopolitical strains in the trans- 
atlantic relationship have not polluted the 
economic sphere. Alternatively, in the af- 
termath of Iraq, the key negotiators may 
be even less willing to compromise. @ 
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American unilateralism over bank capital rules is upsetting Europeans 


OR the pastfive years, the world's finan- 

cial regulators have been working on a 
new set of rules for bank capital, called Ba- 
sel 2. The idea is to ensure that banks’ capi- 
tal matches the risks they carry: the riskier 
their loan books, the more capital they 
should hold. The rules are not due to be ap- 
plied until January 2007, but if that dead- 
line is to be met, Basel 2 must be practically 
setin stone by this May. 

The Basel Committee on Banking Su- 
pervision, which is drawing up the rules, is 
pleased with the results of its third (and 
supposedly last) impact study. The study 
suggests that the complex new risk weight- 
ings to be appliedto different types of asset 
will produce appropriate levels of capital 
for most of the world's banks. 

Getting this far has taken a lot of sweat 
and horse-trading. American bankers and 
regulators have been at the forefront. 
American financial institutions have de- 
bated the rule changes as keenly as any- 
body. And Bill McDonough, head of the 
Federal Reserve Bank of New York, has 
cracked the whip as chairman of the Basel 
committee. 

Imagine, therefore, the consternation 
of other committee members on learning 


^. how America plans to treat the new rule- 


book. Some American bankers and legisla- 
tors are arguing that the proposed capital 
charge for operational risk—a fundamental 
part of Basel 2—needs to be completely re- 


thought. Worse, American regulators in- 
tend to apply the new rules to fewer thana 
dozen of their banks. At a congressional 
hearing last month, they made it clear that 
the thousands of other American banks 
would continue to use the less complex ex- 
isting rulebook, Basel 1. In fact, Basel 1is lit- 
tle different from the lowest of Basel 2’s 
three grades of sophistication. Neverthe- 
less, the regulators believe that even this 
slight change would be a waste of money 
for America’s smaller banks. 


Another transatlantic tiff 

This is a choker for European regulators, 
who see Basel 2, like Basel 1, as a global 
standard to be applied to all banks. 
Granted, the Federal Reserve has always 
said that it would apply Basel 2 only to “in- 
ternationally active” banks. The surprise is 
that this means so few. It seems that banks 
as big as State Street, Mellon Financial Cor- 
poration, and perhaps even Bank of New 
York, which all have huge international 
payments and securities operations, will 
escape. State Street and Mellon have been 
lobbying hard, arguing that the Basel 2 
charge for operationalriskis too formulaic. 
They say that operational risk—the risk of 
lossfrom systems failures, external events, 
fraud etc-is impossible to quantify. It 
would be better if supervisors monitored 
banks' efforts to mitigate these risks and 
then set a subjective capital charge. But this 
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is anathema to European regulators. 

In Europe, a version of Basel 2 is to be 
incorporated into European Union law 
and applied to all banks and investment 
firms, not just internationally active banks. 
To this end, the European Commission 
hopes to publish a draft directive in June. 
No wonder rulemakers in both Basel and 
Brussels are furious with the Americans. 

As things now look, different standards 
will apply to American and European 
banks, giving the Americans a theoreti- 
cally lower cost of making loans. Karen Pe- 
trou of Federal Financial Analytics in 
Washington fears that the American regu- 
lators' narrow application will allow some 
quite big American banks to side-step re- 
alistic capital charges, by using the old Ba- 
sel 1 loopholes. "The whole point of Basel 
2 is to get rid of regulatory arbitrage," she 
comments. 

However, members of the European 
Parliament (mers) might also try to re- 
shape the new rules—-just as American 
congressmen have already tried. Alex- 
ander Radwan, a German MEP who will 
report to the parliament on Basel 2, has 
several concerns. He thinks that capital 
charges that are more sensitive to credit 
risk could curb lending to small compa- 
nies, a fear previously expressed also by 
the German government. And he dislikes 
the idea of bank-supervision rules being 
drawn up and amended by unelected ex- 
perts (such as the Basel committee) outside 
the purview of politicians. 

The Europeans also have some bargain- 
ing chips, which may yet produce a com- 
promise with the Americans. American. 
banks cannot operate in Europe und 
non-EU capital rules or supervision unless 
these are judged to be of “equivalent” stan- 
dard. American banks may find that B 
1 willnot be deemedequivalentwithinthe »» — 













> EU after 2006, when the commission’s 
promised directive is due to take effect. 
Moreover, some American investment 
banks may be caught by another EU direc- 
tive on financial conglomerates, which 
comes into force in 2005. They may have to 
seek out a consolidated supervisor with 
stronger oversight than their current one, 
the Securities and Exchange Commission: 
an EU committee will decide next year. 

Alternatively, European regulators 
could follow the American lead, and sim- 
ply reduce the scope of Basel 2 in Europe, 
along American lines. That might not be a 
bad outcome. Initially, a few big banks 
conforming to Basel 2 would set a standard 
to which other banks could aspire. The in- 
centive to aspire would come not from reg- 
ulatory pressure but from the market, 
which might judge compliant banks to be 
safer and better-run. 

Nice, but improbable. So much effort 
has been put into Basel 2, and so many 
European banks are braced for the future 
directive, that there is no turning back 
now. Soitlooks more likely that American 
and European banks and their regulators 
will end up playing by different rules. @ 


Markets and war 


Gun-shy 


Formerly hawkish traders take cover, as 
war's reality sinks in 


S COALITION troops headed towards 
Baghdad, they found the going harder 
than some pundits had expected. Stock- 
markets responded by beating a hasty re- 
treat from their exuberance in the week be- 
fore war began. Punters seemed to realise 
that their early, eager assessments of the 
war's outcome--stockmarkets saw double- 
digit gains in the week leading up to the 
opening shot-needed tempering. 

At the end of the first week of war, the 
s&P 500 was 2.9% below its high on March 
21st and the FTSE 100 was down by 1.8%. 
Continental European bourses, which had 
bounced even higher than those in the bel- 
ligerent countries, also suffered more in 
the fall. Last week's stunning rise is said to 
have wrong-footed some hedge funds 
with short positions; the quick about-turn 
may well have caught them for a second 
time. After all these gyrations, by March 
26th most stockmarkets were a little stron- 
ger than they had been at the end of Febru- 
ary (see chart), 

Such manic swings are to be expected 
in wartime, especially in equity markets. 
Some economists have recently made 
much of financial markets’ uncanny mim- 
icry of human psychology, especially ad- 


olescent mood swings. Recent weeks have 
provided fine evidence of such violent un- 
der- and over-shooting, especially if Do- 
nald Rumsfeld is right to aver that, owing 
to America’s overwhelming force, the ulti- 
mate outcome of the war against Iraq is 
notin doubt. 

Government debt has had an equally 
dizzying ride since the start of March. After 
yields fell to four-decade lows, govern- 
ment bonds sold off a bit, but now seem to 
be sought after once more. In the oil mar- 
kets, talk has swung from worries over 
shortages, to fears of a glut, as prices have 
fallen to their lowest this year. 

Emerging markets are being closely 
watched to see if Turkey’s problems might 
spark contagion. The country has suffered 
since it refused America use of its bases for 
a land assault on Iraq. In recent days, Tur- 
key’s government debt has rebounded as 
spreads over American Treasuries have 
tightened, because hopes of an American 
aid package have revived. 

If one cannot be sure which way asset 
prices will move, only that they will move 
around a lot, there is still money to be 
made. Volatility measures, especially in- 
tra-day variations in share prices, have 
been hitting new highs. This has been a 
boon for options traders. They have had a 
fine time trading in volatility in recent 
weeks, which some see as close to printing 
money. But the appeal of such bets may be 
diminishing, as the markets now expect 
less pronounced swings ahead. 

With all markets so beholden to the fate 
of one man, Saddam Hussein, how useful 
it would be to be able to hedge against his 
fate directly. Fortunately, financial innova- 
tors such as TradeSports and NewsFutures 
already offer contracts that pay you for cor- 
rectly guessing whether Mr Hussein will 
still be the leader of Iraq on a specific date. 
These, pity for the coalition, have fallen in 
price in recent days by a few percentage 
points. At TradeSports the contracts now 
point to a17% chance of his demise (or, at 
least, loss of power) by the end of March, 
77% by the end of April and 92% by the end 
of June. 

Economists from Harvard and Stanford 





Universities recently used such securities 
to gauge the war's likely effects on the mar- 
kets. They think the war is likely to trim 
equity prices by 15%, a destruction in 
America alone of $14 trillion dollars in 
wealth. Their outlook for oil prices is a bit 
more optimistic, suggesting stable prices at 
pre-war levels in the months after the war. 

Of course, many hope that the bets on 
Saddam's demise will pay off soon. But 
even if the war is a success, there is much 
less in the world economy to be optimistic 
about. The American economy is beset by 
worries that weak manufacturing will 
start shrinking again, and the travails of 
service industries such as the airlines and 
retailing will worsen. Despite all the refer- 
ences to the last Gulf war, nobody expects 
history to repeat itself exactly. Valuations 
are, by most historical standards, far above 
1991 levels. Whatever Saddam’s fate, 
shares will not find it easy coming home 
from this war. 8 


Italian finance 


Generali finale? 


A battle over Italy's biggest insurer has 
almost reached a surprising conclusion 


N BRITAIN, the name Profumo will for- 
ever be associated with a 1960s cabinet 
minister who resigned after talking too 
much to a pretty prostitute. Now Italy is in 
the midst of its own Profumo affair, butit is 
unfolding in the world of high finance; 
there is no sex involved; and this time no- 
body called Profumo will be doing the re- 
signing. At the heart of the matter is Ales- 
sandro Profumo, boss of UniCredito, 
Italy's second-biggest bank and by many 
lights its best-run. Although last-minute 
wrangling could yet derail a deal, the affair 
should soon end with a broad agreement 
to reshape two of Italy’s most powerful fi- 
nancial institutions. 
Mr Profumo made headlines in early »» 
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> March, when he revealed that UniCredito 
had bought a 2% stake in Generali, Italy’s 
biggest insurer (and Europe’s, by market 
capitalisation). He said that he wanted to 
protect Generali’s “national identity”, an 
extraordinary assertion that he quickly 
came to regret. Mr Profumo's real (and ob- 
vious) motive was to oust Vincenzo Ma- 
ranghi, chief executive of Mediobanca, a 
powerful Milanese investment bank. 


The end of the affair 

Mediobanca has long used its 13.6% stake 
in Generali to control the insurer, installing 
three chairmen in recent years and gener- 
ally making a nuisance of itself. If he could 
grab control of Generali, Mr Profumo 
would have a strong platform for an all-out 
assault on Mr Maranghi. Aided and abet- 
ted by Antonio Fazio, governor of Italy’s 
central bank, Mr Profumo put together a 
group of banks to buy Generali shares. 

The battle proved swift, thanks to two 
factors. One was the frustration felt by the 
Italian treasury at the affair's messiness. It 
quietly warned banks that it might step in: 
that got them moving. The other was Vin- 
cent Bolloré, a French businessman. He 
and his allies control roughly 20% of Me- 
diobanca. They fear that the investment 
bank's value might be wrecked by contin- 
ued squabbling and uncertainty. Mr Bol- 
loré made it clear to the group of banks 
around UniCredito that he wanted to sta- 
bilise Mediobanca by sorting out the Gen- 
erali mess quickly. Suddenly, it was in ev- 
eryone's interests to look for a solution. 

Its broad outlines are that Mr Maranghi 
will go, either soon or in October when his 
present term ends. Mediobanca's chair- 
man, Francesco Cingano, is frail and will 





Profumo should soon be smiling 


also be replaced. Shareholders in Medio- 
banca (the UniCredito group holds around 
15%) will make an agreement: a new man- 
agement team will, in effect, be restrained 
from using Mediobanca's investments, 
such as the stake in Generali, as a means of 
control over corporate Italy. 

And what of Generali? Mr Profumo ini- 
tially said that the insurer's top manage- 
ment would have to go, but he has now 
changed his tune. Antoine Bernheim and 
Giovanni Perissinotto, respectively chair- 
man and managing director of Generali, 
are pushing for three-year contracts to re- 
place their current one-year terms. 

Mr Profumo also says he is not a long: 
term investor in Generali and intends to re- 
duce his stake once Mediobanca is sorted 
out. If true, that is potentially good news 
for the insurer. But some members of the 
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UniCredito camp would like to sell their 
expensively acquired Generali shares—to 
none other than Mediobanca, raising its 
stake to around 20%. That would be disas- 
trous for Generali. 

It all looks like a victory for Mr Pro- 
fumo. But hang on. His reputation as a 
champion of shareholder value has been 
damaged by his becoming embroiled in 
power politics. He claims, unconvincingly, 
that he has acted in the interests of a better- 
functioning Italian capital market; yet the 
affair has been a thoroughly traditional 
back-room one. Will Mr Profumo really 
step back from Generali once Mediobanca 
has been reformed? Or might it all depend 
on who becomes Mediobanca's new 
boss? Although Italy's Profumo affair is al- 
most over, there is still plenty of scope for 
further intrigue. = 


Anew name-and new freedom-for Japan's giant post office 


HEN Junichiro Koizumi was first no- 

ticed in Japanese politics, among his 
wilder ideas was the privatisation of his 
country's post office. As prime minister, 
Mr Koizumi has not gone quite that far. But 
on April 1st, the post office will be reborn 
as Japan Post, still a public entity but no 
longer controlled by the Ministry of Public 
Management, Home Affairs, Posts and 
Telecommunications (MPHPT). The mam- 
moth institution, which sells three main 
products—postal services, savings and in- 
surance-is supposed to become a leaner, 
profit-seeking operation. 

For Japan's beleaguered banks and life 
insurers, this is scary. The post office is the 
world's largest financial institution. In its 
savings accounts, Japanese households 
have X235 trillion ($2 trillion), one-third of 
such deposits. Its life-insurance funds are 
worth ¥125 trillion, giving it a market share 
of 40% (see chart on next page). The post 
office has political clout to match: most of 
the 271,000 workers in its 24,700 branches 
are strong supporters of the ruling Liberal 
Democratic Party. 

In its new incarnation, the post office 
will lose only a few of the perks that it cur- 
rently enjoys. Japan Post will remain ex- 
empt from nearly all taxes. Like bank de- 
posits, postal savings are fully protected by 
the government; unlike the banks, how- 
ever, Japan Post will not have to pay any 
depositinsurance premiums. This, com- 
plains the Japanese Bankers Association, 
has saved the post office around ¥4.5 tril- 
lion in the past decade. 


Life insurers are miffed too. Japan Post 
will not have to pay into the industry's 
policyholder-protection fund. Its policies, 
unlike the private sector's, are guaranteed 
by the government. The private industry 
has not recovered from the 1980s, when 
the post office, which did not have to 
worry about profitability, started raising 
rates of return on its policies. Prodded in 
part by the finance ministry, private life 
insurers followed suit. The burden of these 
high payout rates has pushed six life insur- 
ers into collapse in the past four years, and 
has left others struggling to survive. 

Critics have long complained that the 
post office receives lenient regulatory treat- 
ment, having been overseen by the minis- 
try to which it belongs. This will change 
only a little. Japan Post's savings and insur- 
ance operations will be inspected by the 
Financial Services Agency, regulator of fi- 
nancial institutions. However, the MPHPT 
will retain the final say over what to do 
with the inspection results. 


Postal orders 

Despite all these advantages, the post of- 
fice may think it has some holes to fill, es- 
pecially now that it is expected to chase a 
profit. For a start, it has suffered as stock- 
markets have fallen, albeit less than its 
private-sector rivals, thanks to stricter gov- 
ernment investment guidelines. Further- 
more, it predicts that as products mature, 
its outstanding balance of deposits will fall 
by X27 trillion over the next four years, and 
its insurance assets by ¥10 trillion. 





For a giant, Japan Post looks as if it 
might be surprisingly nimble. One of the 
post office’s bigger branches has already 
enlisted the help of Toyota, Japan’s biggest 
carmaker, to help streamline its opera- 
tions. Bankers admit that their efforts to 
use information technology more effi- 
ciently pale in comparison with the strides 
the post office has made. 

Japan Post is also mulling a move into 
new products, such as mortgages. The 
banks are horrified. They have only just 
celebrated the news that the government- 
run (and subsidised) Housing Loan Cor- 
poration, which has undercut them for de- 
cades, would be wound up by 2005. Now 
they could be hurt by Japan Post, because 
the post office, unlike banks, is exempt 
from stamp duty. Japan Post is also consid- 
ering selling investment trusts at its 
branches, something banks were allowed 
to do only in 1998. Although Japan Post 
will need parliamentary approval, it 
surely has enough political friends to se- 
cure it. Indeed, politicians, keen to prop up 
Japan's falling stockmarkets, are already 
trying to persuade postal depositors to 
switch into equity investment trusts. 

Turning the post office into an indepen- 
dent public corporation is supposed to be 
a stepping-stone towards privatisation. If 
that is achieved, the post office and its priv- 
ate-sector rivals might one day compete on 
equal terms. This first stage, however, has 
merely made the post office stronger. And 
privatisation might never happen. As in so 
many areas, Mr Koizumi's idealism has 
foundered on the opposition of more con- 
servative politicians, and the privatisation 
plans are onice. W 
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Small savings, big headache 


DELHI 


The expensive funding of India's huge public-sector deficit 


HEN he unveiled India's annual 
budget last month, Jaswant Singh, 
the finance minister, made himself more 
popular with India's middle classes than 
with orthodox economists. On one mea- 
sure, however, the reverse was true. Econ- 
omists admired his decision to cut, by a 
percentage point, the interest rates paid on 
a plethora of government-backed savings 
schemes. Their praise was grudging, 
though. They wished he had gone further, 
faster, to resolve a dilemma at the heart of 
India's fiscal mess. 

The scale of that mess is prodigious. 
The "consolidated" budget deficit, includ- 
ing central and state governments and 
state-owned businesses, has been running 
at about 11% of GDP since 1999. Some two- 
fifths of thisis accounted for by the govern- 
ments of the 28 states and of the capital, 
Delhi. Although their ability to borrow is 
constrained by the need to gain approval 
from the central bank, no such constraint 
affects their access to "small savings" de- 
posits—a variety of post-office, certificate 
and bearer-bond savings schemes. These 
are an obligation of the central govern- 
ment, but the receipts, net of redemptions, 
go to the state governments, which then re- 
pay the centre over 25 years. 

The states thus have every incentive to 
raise as much in small savings as possible. 
Gross “collections” of the savings in- 
creased at an annual rate of 17% during the 
1990s. They are now running at about 1 
trillion rupees ($21 billion) a year; net col- 
lections—ie, after redemptions—are about 
half that. During the 1990s, the proportion 
of state deficits financed by net collections 
climbed from 28.6% to 37.4%. 

In a country in which the private sector 
saves about a quarter of GDP, the attrac- 
tions of the schemes are clear, especially 
because they enjoy tax breaks that make 
them popular among the better-off. Even 
after his latest rate cut, Mr Singh reassured 
savers that the schemes would still offer an 
inflation-adjusted yield of 6.3% a year. 
That is not bad for a risk-free asset with a 
maturity of one to six years in theory, and 
often only a few months in practice. The 
corollary, of course, is that the states’ cost 
of borrowing is inordinately high. Indeed, 
they pay the central government a slightly 
higher interest rate than savers receive. 

The cost, however, is masked, because 
about half of new collections are used to 
repay deposits. “It is a complete Ponzi 
scheme,” says Surjit Bhalla, an economist 





Singh’s mild sting for savers 


with Oxus Fund Management in Delhi, 
and a long-term campaigner for an over- 
haul of what he calls “scam savings”. 

The worry is not just the cost to the 
states. Worse, the administered interest 
rates on the small-savings schemes place a 
floor under other rates that are supposedly 
set by the market. As Mr Singh's predeces- 
sor, Yashwant Sinha, said when he was in 
office: “Not only are such high interest 
rates putting an unsustainable burden on 
both central and state governments, but 
the resulting high cost of capital is also in- 
hibiting economic growth all round." 

A committee appointed by Mr Sinha on 
how to set the administered rates reported 
in September 2001. Mr Singh is now acting 
on some of its recommendations. He says 
that states will be offered the chance to 
swap their expensive borrowings for new, 
cheaper debt. The burden will fall on the 
central government and the taxpayer. But 
this does offer a clean start. 

Mr Bhalla, for one, is optimistic that a 
resolution is in sight in the next year or 
two. He should hope that Mr Singh moves 
fast, for two reasons. First, India's deficit is 
not sustainable indefinitely. Second, in his 
budget Mr Singh was widely seen as hav- 
inganeye on the elections due in 2004. In a 
year's time, he will surely be even more 
preoccupied with the ballot box, and more 
loth to undertake bold reform. m 
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Despite the troubles of United Airlines, employee ownership is here to stay 





IC MARX once explained how capitalism works. A few 
plutocrats own the means of production. The Lumpenpro- 
letariat toils away in factories: the value it creates goes wholly to 
the capitalists, and its share of the fruits of its efforts dwindles 
until the advent of revolution and a workers' dictatorship. 

As it turns out, capitalism has come closer than communism 
ever did to giving workers control of the means of production. In 
America in particular, employees' ownership of shares in the 
companies they work for, as well as in other firms, has grown 
enormously in the past two decades. 

Although Marx's capitalist fable had big flaws—workers in 
rich countries, at least, have become far better off, not worse 
off—it was correct in one crude respect: the suppliers of capital 
and labour have usually been different people, with different in- 
terests. Milton Friedman, the greatest living champion of laisser- 
faire, believes strongly that companies perform best when they 
are run for the benefit of their owners, not their workers. Ameri- 
can and British businessmen often look askance at continental 
European capitalism, in which labour has a say in the running of 
companies without risking any capital. 

But what happens now that labour owns businesses, or at 
least chunks of them? Employee ownership would seem to 
solve a host of ills, appealing to Friedmanites and Marxists alike. 
On the one hand, it is supposed to get employees to think like 
owners, making them more committed to improving quality 
and to working harder. On the other, the cruel class struggle 
should be blunted, improving social cohesion. 

Recently, however, this idea has been sorely tested. Since 
1994, employees of United Airlines have owned 55% of their 
company, in America's boldest experiment with worker-owned 
capitalism. But United is in deep trouble: it filed for bankruptcy 
protection last year and it now seems quite likely to shut down 
altogether. Some newspaper columnists have fingered worker- 
ownership as the culprit, arguing that labour cannot be trusted 
to run a company. 

Not so fast. Donald Kruse and Joseph Blasi, two labour econ- 
omists at Rutgers University in America, have charted the rise of 
employee ownership in the United States over the past 20 years*. 
They find that one-fifth of American employees own shares in 


the companies they work for, with an average holding worth 
several thousand dollars. Surely that should be enough to align 
workers' interests with those of other shareholders? 

Maybe not. In surveys, workers who have been given shares 
claim to have greater motivation and more "identification" with 
their company. But they appear neither to be more satisfied with 
their jobs nor to work any harder than their lumpen comrades. 
Moreover, any good feelings seem to stem more from the status 
of ownership than from the size of their stakes. They are as likely 
to want a trade union as those without shares. 

So much for what workers say and feel. A more critical ques- 
tion is whether firms in which employee ownership is signifi- 
cant (on the authors’ definition, over 5%) and widely dispersed 
(ie, more rank-and-file workers than bosses own shares) do bet- 
ter in terms of productivity than others. Mr Kruse and Mr Blasi 
looked at dozens of studies covering the past two decades. These 
found that productivity (output per hour worked) rises by 4-57 
in the first year that a company creates an ESOP (employee share- 
ownership plan), more than double the average for all American 
firms. Moreover, ESOP companies continue to enjoy higher pro- 
ductivity growth in later years. 

Productivity is certainly good for shareholders, but it may not 
be so good for workers if it comes at the expense of jobs. The au- 
thors looked at whether employee-owned firms in the same in- 
dustry were more or less stable in their hiring and firing than 
their less enlightened peers. Employee-owned firms were no dif- 
ferent, even though they enjoyed higher stockmarket returns 
than ones with only capitalist owners. Indeed, employment 
grew faster at employee-owned firms, though not at the expense 
of profits. Encouragingly, employee-owned firms were less likely 
to go bust than firms without worker ownership. 

Yet there are risks for employees. Many end up with a large 
fraction of their net worth invested in their own companies' 
shares. This increases their risk exposure to a single company—as 
workers at Enron discovered. But Mr Kruse and Mr Blasi found 
that firms with Esos are, by and large, more likely to offer em- 
ployees traditional, defined-benefit pension schemes, which in- 
sulate workers from the vagaries of share-price movements. 


Unfriendly skies 

Given the benefits of worker ownership, why did things go so 
spectacularly wrong at United? First, it created an ESOP in a state 
of distress, and yet was not tough enough about the conditions it 
imposed in exchange. The professors say that employee owner- 
ship works best at firms where the share-ownership plan is in- 
troduced in more tranquil times. 

Second, even when its workers owned shares, United's 
stroppy trade unions decided to fight to preserve their onerous 
work rules and "industry-leading" pay rises. One lesson is that 
workers should give up trade-union power-an artefact of the 
old days, when labour and capital opposed each other—-once 
they become owners. Another is that employee ownership 
alone cannot solve deep-rooted ill-will between managers and 
the workforce. United's fate certainly demonstrates that even 
worker-owned firms can fail. Yet there are around 10,000 large 
or medium-sized firms in America with employee stakes exceed- 
ing 495 of capital, and many more in the rest of the world. Long 
live the revolution. & 
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The spoils of war 





Whatcan the past tell about the effect of military conflict on the environment? 


URING the 1991 Gulf war, the snowy- 

white peaks of Iraq's northern moun- 
tains turned black. Soot from burning oil 
created a biblical rain that stained every- 
thing from houses to mountainsides. In Af- 
ghanistan, a country devastated by more 
than a quarter of acentury of warfare, peo- 
ple still fish with rocket launchers. It seems 
obvious that military conflict takes a 
dreadful toll on the environment. Yet pre- 
vious wars suggest that the connection is 
not so obvious as one might suppose. 

The main environmental problems 
that conflict in Iraq may bring are the pol- 
lution of water by sewage, the felling of 
trees to meet energy shortages, the physi- 
cal degradation of the land, and pollution 
from materials such as oil. The seriousness 
of any of these problems will depend 
largely on the length and severity of the 
war, and on how quickly aid agencies can 
get in afterwards. 

In Iraq, the chief worries are pollution 
from oil spillages and burning oil wells. In 
the 1991 war, some 6m-8m barrels of oil 
were spilt into the sea, producing an oil- 
slick that cost more than $700m to clean 
up. That was bad. But it was not the envi- 
ronmental apocalypse that many had 
feared. And although it is still early in the 
current conflict, there is some ground for 
optimism that this level of pollution will 
not happen again. In Iraq's southern Ru- 
maila oil fields, which produce 60% of the 


country's oil, only nine out of 1,000 wells 
are reported to be alight. In 1991, 600 Ku- 
waiti wells were set on fire, 76 wells were 
uncapped and 99 wells were damaged. 

Another cause for concern, the use of 
ordnance tipped with depleted uranium 
(DU), may also be less of a problem than 
many fear. A report on the use of pu in the 
fighting that racked Bosnia in the 
mid-1990s was published on March 25th 
by the post-conflict assessment unit 
(PCAU), a branch of the United Nations. It 
finds that no medically significant levels of 
radioactivity can be measured there. Of 15 
sites inspected by the PCAU, only two 
have airborne radioactive particles, and 
these are within safety limits. 


Fight and flight 

Oil fires are visible, and radioactivity is 
scary. But the worst environmental pro- 
blems associated with warfare are more 
subtle. The biggest is the displacement of 
large numbers of people. The pcAu has 
found that even though bombs, troop 
movements and landmines caused awful 
problems in Afghanistan, the most serious 
long-term consequences have resulted 
from the uncontrolled use of resources, 
particularly the cutting of forests for fire- 
wood, by 6m cold, hungry and often well- 
armed refugees. After three decades of 
conflict, the forests are almost gone, lakes 
have dried up and topsoilis blowing away. 
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The productivity of the land, in other 
words, has been destroyed. 

In Palestine, too, the most visible kinds 
of environmental damage may not be the 
most threatening. Bulldozers and tanks 
chew up the scenery. But another report 
by the PCAU suggests that the biggest envi- 
ronmental concerns should be the quality 
and scarcity of water. Pekka Haavisto, 


who chaired the uNEP taskforces in Af- 


ghanistan, Palestine and the Balkans, is 
particularly worried about the declining 
quality of fresh water in Gaza. Here, con- 
tinuing conflict prevents the Palestinian 
Authority from building sewerage and wa- 
ter-cleaning systems. As a result, ground- 
water is being polluted by agricultural 
chemicals and by waste from landfills and 
the burning of refuse. The same applies in 
Iraq, where conflict over the past decade 
has caused widespread damage to water 
and sewerage infrastructure, and reduced 
the amount of water available by more 
than half. 

In Iraq, much of this damage is delib- 
erate. A few years ago, the government de- 
cided to drain the marshes of lower Meso- 
potamia, in what amounted to an act of 
environmental warfare. These marshes, 
which some scholars believe are the area 
referred to in the Bible as the Garden of 
Eden, are inhabited by people who have 
had the temerity to oppose Saddam Hus- 
sein. The marsh Arabs are Shia Muslims, 
who are suspected of sympathising with 
the Shia government of Iran. The drainage 
was part of Mr Hussein's repressive anti- 
Shia measures. 

According to the AMAR foundation, 


Correction: In our March 22nd issue we said that Ames 
was a NASA research lab in Iowa. In fact the NASA Ames 
research centre is in California. The Ames laboratory we 
referred to, in Ames, Iowa, is part of America's 
Department of Energy. 
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> which works to assist marsh Arabs and 
other refugees, these measures included 
the poisoning and napalming of the 
marshes and anybody living there. Only 
7% of the original marshland remains. If 
the drainage continues, the rest is likely to 
vanish within five years. Open-water ar- 
eas are now dusty salt-pans. A productive 
ecosystem, which supported hundreds of 
thousands of people and supplied 60% of 
the country’s fish, has almost vanished. 

A coalition victory could change that. 
Ed Maltby, a researcher at Royal Holloway, 
a college in the University of London, says 
that getting the marshes back to the state 
they were in 15 years ago will be a chal- 
lenge—but it could be done. Last month, he 
and his colleagues in the Eden Again pro- 
ject, a scientific collaboration financed by 
an Iraqi human-rights group, met to work 
on a restoration plan. The idea is to start 
with pilot areas, thousands of hectares in 
size, and then expand them. There are 
huge problems ahead, including salt and 
pesticide contamination, the need for ad- 
ditional water flow from Turkey, and, of 
course, money. But Dr Maltby says it is an 
opportunity and a test of the world’s abil- 
ity to respond to one of the worst environ- 
mental disasters for a generation. 


Eden again? 

By and large, conservationists agree that 
war is a bad thing. Surprisingly, however, 
armed conflict-or the threat of it-can 
sometimes be good for the environment. 
The demilitarised zone between North 
and South Korea is a 250km-long strip of 
mountains, jungle and wetlands un- 
touched by humans since 1953. It is now 
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After the fall 

home to wildlife extinct elsewhere on the 
peninsula. Landmines laid in civil wars in 
Africa have discouraged hunters and al- 
lowed game to flourish in areas from 
which it had previously disappeared. In 


Congo, anarchy has prevented mining 
companies and timber firms from spread- 


ing into the country’s remaining wild ar- 


eas. Although many large animals have 
been killed by gun-toting soldiers, recent 
aerial surveys suggest that Congo’s rhinos 
have survived the conflict well; some 
6,000 elephants remain too. 

The people of Congo would doubtless 
prefer less anarchy, even if it meant fewer 
elephants. But the fact remains that when 
men are busy killing each other, nature 
sometimes gains. W 
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Sex in season 


The time of year that a childis 
conceived may affect its sex 


LD wives’ tales are full of advice for 
mothers-to-be on how to determine 
the sex of their future child, from what to 
eat before conception to the best sexual po- 
sitions for making boys or girls. The Chi- 
nese even developed a conception calen- 
dar, or Shengyubiao, based on a woman's 
age in lunar years and on the month of 
conception, for couples to choose the sex 
of their offspring. Such methods sound 
more like superstition than science. But a 
study published in the April issue of Hu- 
man Reproduction argues that the sex of a 
child may indeed vary according to the 
time of year that he or she is conceived. 
Angelo Cagnacci and his colleagues at 
the Policlinico of Modena, in Italy, have ex- 
amined the records of more than 14,000 
children born at the town's Institute of Ob- 
stetrics and Gynaecology between 1995 
and 2001. The group found, as others have 
elsewhere, that there is no significantly 
"high" season for delivering boys versus 
girls. But Dr Cagnacci reasoned that such 
seasonal differences might be masked by 
variations in the length of pregnancy. So 
he and his team analysed the dates of con- 
ception of the children, which the institute 
had established by taking ultrasound 
snapshots of the babies as fetuses. 





A perfect fossil 


According to legend, the salamander was a 
creature which thrived in fire, but died 
when exposed to air. Not this one. It was 
killed 161m years ago by a rain of fire from 
a volcano in what is now Inner Mongolia, in 
northern China. Traces of soft tissue are 


preserved only rarely in amphibian fossils, 
but in this case, the detail is exquisite. The 
animal's gills can be seen protruding from 
its head. Its last meal of tiny crustacea 
called conchostracans is visible in its stom- 
ach. The delicate folds of its tail are as clear 
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as if it were still swimming. The specimen, 
one of about 200 fossil salamanders found 
in the area by Gao Keqin, of Peking Univer- 
sity in Beijing, and Neil Shubin, of the Uni- 
versity of Chigago, is described in this 
week's Nature. 
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Who are you calling the weaker sex? 


Using these data, they found that there 
were significant seasonal variations in the 
number of conceptions, and also in the 
proportion of boys and girls conceived, at 
particular times of the year. According to 
Dr Cagnacci, anormal sex ratio is 511 males 
and 489 females out of every 1,000 con- 
ceptions that yield a live birth. But the 
study showed that from September to No- 
vember there were both more conceptions 
and a higher ratio of boys to girls con- 
ceived than would be expected or could be 
chalked up to chance. From March to May, 
the converse was true. 

Why should this be? Unlike many spe- 
cies, humans are not seasonal breeders. 
Couples’ reproductive urges seem to have 
more to do with champagne and roses 
than daily temperature or hours of sun- 
light at certain times of the year. But Dr 
Cagnacci argues that the seasonal varia- 
tion he finds in the number of conceptions 
may allow children to be born in more fa- 
vourable conditions. 

If so, it makes sense that more boys 
than girls would be conceived at the times 
of the year when they have a better chance 
of survival. This is because in biological, if 
not literary, terms, males are the weaker 
sex. They are more likely than females to 
perish at every stage of life, from preg- 
nancy to old age. Other studies have 
shown that fewer boys than girls are born 
when their parents are stressed by age, 
smoking, exposure to pollution or even 
earthquakes. Dr Cagnacci speculates that 
nature therefore tips the sexual balance in 
conception—perhaps by influencing hor- 
mone levels that affect semen or the im- 
plantation of male as opposed to female 
embryos-so that more boys are created in 
biologically favourable conditions. 

Still, many unknowns remain. There is, 





as yet, little evidence to show that children 
conceived at certain times of the year are 
healthier than others on the basis of sea- 
son alone. Nor have the researchers ruled 
out the possibility that the seasonal effects 
are due to other factors, such as smoking 
patterns. Nor do they have evidence for 
any biochemical mechanism to explain 
their findings. Until these questions are re- 
solved, conceiving a boy or a girl through 
old-fashioned sex will remain something 
of ashotin the dark. = 


Number theory 


Primed to go 


Mathematicians are discussing ways to 
make code-breaking easier 


Mica. is often desperately 
abstract. Yet it has a great deal to say 
about the world, from bombs and bridges 
to cars and codes. Keeping things secret is 
vital not only to spies, but to anybody who 
uses a computer or a credit card. The codes 
employed are all based on numbers, so un- 
derstanding the science of numbers, 
known as number theory, is fundamental 
to the making and breaking of codes. That 
is why a workshop on number theory or- 
ganised in Palo Alto by the American Insti- 
tute of Mathematics was not quite as eso- 
teric as it sounds. 

What makes number theory interest- 
ing is that problems that are simple to state 
(at least to mathematicians) are often 
fiendishly difficult to solve. The most fam- 
ous such problem, Fermat's last theorem, 


m. x e 4 6 i 


was postulated in the 17th century. It took 
until 1993 to prove that it was true. 

Last August, Manindra Agrawal, of the 
Indian Institute of Technology in Kanpur, 
and two of his undergraduate students, 
proved another, less famous, conjecture— 
that there is a fast way to show whether a 
number is prime. Since prime numbers lie 
at the heart of cryptography, that might, 
eventually, make codes easier to break. 

A prime number is one that is divisible 
only by itself and 1. So the obvious way to 
find out whether a number is prime is to 
try dividing it by all numbers which are 
smaller than its square root. However, 
when a number has hundreds of digits, 
factoring it this way is not as easy as its 
sounds. Instead, mathematicians turn to 
other, indirect, methods that can test for 
primality without factorisation. Until Dr 
Agrawal’s discovery, even these indirect 
methods were slow. Dr Agrawal's is not. 

The algorithm at the centre of his 
method first checks whether the number 
in question is a perfect square, cube, or 
other power of a smaller number. If so, it is 
clearly not prime. If not, a sequence of tests 
using a type of mathematics called modu- 
lar arithmetic is carried out. If certain con- 
ditions are satisfied, the number is defi- 
nitely not prime. If they are not, then it is. 
Crucially, the time it takes to run the algo- 
rithm increases only slowly as the size of 
the number rises. 

This discovery has triggered a flurry of 
developments, and it was these that the 
workshop considered. The participants fo- 
cused on two areas: improving Dr Agra- 
wal's technique, and using similar meth- 
ods to attack other problems in number 
theory. Hendrik Lenstra, of the University 
of California, Berkeley, discussed with the 
assembled company one way to simplify 
and speed up Dr Agrawal's algorithm. His 
method relies on some fairly basic math- 
ematics—indeed, it uses another of Fer- 
mat's theorems, known as Fermat's little 
theorem. Other novel ideas discussed 
were more esoteric. Employing the nega- 
tive powers of co-prime polynomials 
(don’t ask) may speed things up. And Dr 
Agrawal is interested in using similar tech- 
niques to investigate the long-standing 
problem of taking square roots in finite 
fields (again, don't ask). 

There is still some way to go before any 
of this work actually threatens cryptogra- 
phy. That is because quick and dirty tech- 
niques for testing primality already exist. 
Unlike Dr Agrawal's method, and its 
slower predecessors, these sometimes 
make mistakes, falsely attesting that a 
number is prime. But because such mis- 
takes are rare, they are tolerable. However, 
if Dr Agrawal's primality test can be ex- 
tended to factoring numbers, it would 
mean a rejigging of modern cryptography. 
Then the spooks and bankers really would 
be worried. 8 
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Sandy Weill 


King of the high C 





Wilful and prickly, Sandy Weill took a long time to reach the very top. His final 
ambition, to clean up Wall Street, could take even longer 


NLY in the past year, his 70th, did 

Sandy Weill become what he had 
worked towards for much of his life: the 
undisputed—with all due respect to those 
self-styled masters of the universe at Gold- 
man Sachs-king of Wall Street. 

How ironic, then, and how unkind of 
fate, that Citigroup's head was crowned 
just at the moment when his new king: 
dom fell from grace. As Monica Langley re- 
lates in her rollicking biography, on the 
same day last summer that Mr Weill was 
named chief executive of the year at the 
New York Stock Exchange, his best known 
employee, Jack Grubman, was testifying 
before Congress in a performance of arro- 
gant dissembling that will long be remem- 
bered. No wonder Mr Weill was sweating 
when he called in his acceptance speech 
for greater virtue in corporate America. 

Citigroup's boss spent the rest of 2002 
dealing with the fallout from the Grubman 
affair. Indeed, it nearly cost him his job, 
after it emerged that Citi had donated $1m 
to get Mr Grubman's children into an elite 
nursery school, and that Mr Grubman had 
changed his negative recommendation on 
AT&T shares-at a mightily convenient 
time for Mr Weill, who sat on AT&T's 
board just as its boss sat on Citi's. That Mr 
Weill still rules both at Citigroup and over 
Wall Street may partly be because of 
the regulators' fear that, with Wall Street's 


Tearing Down the Walls: How Sandy 
Weill Fought His Way to the Top of the Fi- 
nancial World and Then Nearly Lost It 
All. By Monica Langley. Wall Street Journal 
Books; 464 pages; $27 


reputation already badly damaged, throw- 
ing out the boss of the world's biggest 
financial firm might seriously undermine 
public confidence in the system. 

In the end, Mr Weill agreed that Citi 
would share in a $1.4 billion global settle- 
ment between Wall Street firms and regu- 
lators. Even at that price, he must feel that 
he has got off lightly, though it remains to 
be seen whether the settlement and Mr 
Weill's continuing reign at Citi will do 
much to restore Wall Street's fortunes. 

As a young man, Mr Weill had not 
looked on finance as a career. At the age of 
22, the Cornell student's plans foundered 
when his father suddenly announced that 
he was divorcing Sandy's mother and sell- 
ing the family's steel-importing business 
where the son had expected to work. The 
resulting turmoil caused him to miss a cru- 
cial exam and a timely graduation. It even 
briefly threatened to prevent his marriage 
to Joan, whose influence-and stoicism— 
throughout her husband's career have 
made her a celebrated corporate wife. 

In search of a job, Mr Weill turned to 
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Wall Street—only to discover that it was not 
easy being a Jew in what was then still a 
bastion of Waspishness. Mind you, it was 
not just the Wasps who refused him: Gold- 
man Sachs hired the descendants of Ger- 
man Jewish émigrés, but not those of East 
European Jews, such as Mr Weill. 

Instead, he formed a brokerage busi- 
ness with a Roman Catholic and two other 
Jews with similarly unpleasant experi- 
ences of Wall Street. Before long, the group 
was joined by Arthur Levitt, who went on 
to head the Securities and Exchange Com- 
mission, America's main market regulator, 
during the bubble years. (The book begins 
with a helpful cast of characters, a "Who's 
Who" of Wall Street during the past four 
decades.) But the firm—Cogan, Berlind, 
Weill & Levitt-known by some as “Corned 
Beef With Lettuce” after its partners’ 
initials—was no Jewish enclave, shaming 
old Wall Street firms with its hiring of 
black and female workers. The firm soon 
boasted its own in-house Wasp, Hardwick 
Simmons, now boss of Nasdaq, who 
joined after it rescued his family firm. 

Mr Simmons opposed what was per- 
haps the worst decision of Mr Weill's ca- 
reer: the sale of the firm, by then called 
Shearson, to the ultra-Waspish American 
Express in 1981. “The Jews are going to take 
over American Express,” trumpeted Mr 
Weill after the deal was done. But the com- 
mander had given up control, settling in- 
stead for what proved to be an unbearably 
frustrating second-rank position below 
Amex's Jim Robinson. By 1985 Mr Weill 
had quit. 

Thirteen years later, by the time he 
had completed the merger of Travelers— 
the second major firm he created—with 
Citibank, Mr Weill had learned his lesson. 


He and John Reed, Citibank's boss, be- » 
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> came the new Citi's co-heads. When, by 
February 2000, to nobody's surprise, the 
cerebral Mr Reed and volatile Mr Weill had 
fallen out irreconcilably, the board backed 
Mr Weill, who by then was already 
running the daily business of the firm. 

Mr Weill's obsession with managing 
the details makes it hard to believe that he 
was entirely unaware of what Mr Grub- 
man and his colleagues were up to. But the 
book closes with Mr Weill in penitent 
mood. Until the problems in the research 
business are resolved, he promises "no gin, 
no dessert, no bread—none of the stuff I 
love"—which is something of an imposi- 
tion for a man who clearly enjoys his food. 
He also says he wants "a better Wall Street, 
not just a more profitable company, to be 
the capstone of my career". To achieve 
that, he will surely need to rule Wall Street 
for a good number of years yet—a prospect 
that is not necessarily to be counted on in 
these uncertain times. 8 


Crossword puzzles 


One who rebelled 


Pretty Girl in Crimson Rose (8): The 
Puzzling Memoir of a Man in Love with 
Words. By Sandy Balfour. Penguin Putnam; 
224 pages; $23.95. Atlantic Books; £12.99 


BOUT two-thirds of the way 
through this entertaining memoir 

of love, exile and crosswords, Sandy 
Balfour tells how, in 1997, while head- 
ing north on the new N2 in South Af- 
rica's KwaZulu-Natal province, he 
picked up a hitch-hiking university stu- 
dent. They talked of this and that, even- 
tually turning to football, and in 
particular to a game between two Eng- 
lish teams, Arsenal and Everton, that 
was being broadcast by the BBc World 
Service from the radio on Mr Balfour's 
lap. Suddenly, to the hitch-hiker's 
astonishment, Mr Balfour punched the 
air and shouted, “Got it. I've got it. It's 
Everton!" 

What he had found, after a long 
search, was the answer to the final clue 
in the first Guardian crossword puzzle 
that he had managed to complete. By 
this stage the sympathetic reader, who 
has been following his progress as a 
crossword puzzle solver, is as delighted 
as he is. 

In using crossword puzzles as his 
central idea Mr Balfour has taken a con- 
siderable risk. It is not easy to write 
about love, identity, meaning and be- 
longing without coming across as por- 
tentous or precious. It is particularly 
difficult if you base your account on a 


One way to dig a 
hole 


Krakatoa: The Day the World Exploded— 
August 27, 1883. By Simon Winchester. Har- 
perCollins; 432 pages; $25.95. Viking; £16.99 


HE eruption of Krakatoa vaporised an 

entire island. It started a shock wave 
that travelled round and round the world 
and it caused the drowning of tens of 
thousands of people in what is now 
Indonesia. Given all that—not to mention 
the onomatopoeia-it is no surprise that 
Krakatoa always seems to be thought of as 
the most devastating eruption in history. 

In fact, despite the grim tide of death— 
some of its 35,000 victims were washed 
up as far ashore as east Africa—Krakatoa 





conceit that could turn off some poten- 
tial readers before they even begin. 

But those who are not crossword en- 
thusiasts should give him a chance. Mr 
Balfour, who was born in South Africa 
in 1962, emigrated to England with his 
girlfriend when he was 21. Together they 
made their home in London and have 
raised three children there. This book is 
his attempt to explain himself to himself 
as he searches for meaning in the experi- 
ences of the last 20 years. It is also a 
touching tribute to his partner, who in- 
troduced him to crossword puzzles in the 
first place. You close it feeling you have 
encountered a modest man of humour, 
compassion and common sense, who 
wears his wisdom lightly. You also find 
that you have learned a great deal, and 
are able to solve the clue that is his title. 


was not even the most violent volcanic ex- 
plosion of the 19th century. That honour 
goes to Tambora, also in Indonesia, which 
exploded in April 1815. Unlike Krakatoa, 
whose effects were purely local, unless 
you count a succession of dazzling sunsets 
across the world, Tambora had far-flung 
consequences. It is thought to have con- 
tributed to the appalling weather that so 
hampered Napoleon two months later at 
Waterloo. The following winter was one 
of the harshest in modern history, and for 
the next few years, crop failures caused 
famine and social unrest throughout 
Europe. Despite Simon Winchester's best 
efforts to establish a link between Kraka- 
toa in 1883, an abortive Islamist uprising in 
1888 and the end of Dutch rule in 1949, 
Krakatoa simply cannot compare. 

There is a temptation, then, to charge 
Mr Winchester with trying to make more 
out of Krakatoa in his new book than it 
really merits. But he has written so engag- 
ingly discursive an account of the events 
leading up to the cataclysm—which finally 
occurs, after a masterful build-up of 
literary and geological tension, only on 
page 234-that it is impossible to be so 
harsh. What Mr Winchester has provided, 
appropriately enough, is a lavish rijstafel 
of a book, whose many dishes can be 
sampled according to individual palates. 

Long before we come to the carefully 
gathered eyewitness reports, there is a 
serving of colonial history. Mr Winchester 
proceeds deftly through the rivalries of 
Dutch and Portuguese, Chinese and Mus- 
lim in their quest for the trinity of spices— 
nutmeg, cloves and pepper—adding such 
little-known details as that, 200 years be- 
fore the birth of Christ, Han Dynasty offi- 
cials were permitted to address their em- 
peror only once their breath had been 
sweetened by a mouthful of “odoriferous 
pistils", or Javanese cloves. As everyone 
knows, the Dutch were to triumph once 
they had mastered “the wild navigation”, 
the passage to the Indies westwards by 
way of Cape Horn. Less known perhaps, is 
that only 60 years after the foundation of 
Batavia, modern-day Jakarta, in 1619, some 
of those hardy Dutchmen witnessed the 
aftermath of what seems to have been an 
early, and rather benign, eruption of Krak- 
atoa. From then on, the Dutch East India 
Company-one of the world's first joint- 
stock companies and the creator, accord- 
ing to Mr Winchester, of the world’s first 
commercial logo—was living on the edge 
of catastrophe. 

Other delicacies include a crash course 
in plate tectonics—for Indonesia has the 
misfortune to run along the meeting-point 
of the Australian and Asian continental 
plates. The vast “subduction zone” where 
they collide is a potent generator of earth- 
quakes and volcanoes of extraordinary 
violence. 

Biology, another course on Mr Win- » 
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few books have transformed 

minds and changed the world. 
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definitive collection of the world’s 
most influential works of philosophy, 
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leather-bound books into your home. 
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after it is published: 


* George Washington con- 
sidered himself a loyal 
British subject — before 
Thomas Paine published 
Common Sense and sparked 
the American Revolution. 


* Albert Einstein's theory of rela- 

tivity unleashed the power of the 
atom, and fundamentally changed 
our ideas of time, space and reality 
in The Meaning of Relativity. 


Easton Press 
47 Richards Avenue 
Norwalk, CT 06857 


THE WORLD 





Each volume is printed on the finest 
quality acid-neutral paper. Pages are 
gilt-edged for beauty and durability. 





Smyth sewing and concealed 
muslin joints strengthen the binding 
and ensure the book's long life. 





Endpapers are elegant moiré fabric, 
and each volume has its 
own satin ribbon page marker. 


RESERVATION APPUCATION 


30-DAY RISK-FREE HOME-TRIAL CERTIFICATE 


BOOKS THAT CHANGED THE WORLD 


Yes, please send me The Wealth of Nations for the special Name 
introductory price of only $9.95 plus $4.25 shipping and 


service, and reserve a collection in my name as described 


Address 


in this announcement. / am never obligated to purchase 
any book and either party may cancel this subscription at 


any time. 


Signature 


| Al orders subject to occeptonce.| 


City 


State/Zip 





* Machiavelli's The Prince turned polit- 
ical and philosophical thought in an 
entirely new direction when he offered 
guidance on the practical problems 
of acquiring and maintaining power. 


Many of these books are difficult to 
find today in hardcover, let alone in 
luxurious leather editions. 


Try The Wealth of Nations 
for only $9.95 


You can own The Wealth of Nations, 
the first book in this luxurious collec- 
tion, for only $9.95 plus shipping 
and service. There's no obligation to 
buy any other book. Keep The Wealth 
of Nations forever or return it at the 
end of 30 days and receive a complete 
refund. No questions asked. 

Your reservation entitles you to 
acquire the complete library at the low, 
per-volume price of $45.50 plus $4.25 
shipping and service, guaranteed not 
to increase for at least two years! 


There's no risk. 
Return the certificate at bottom today or 
CALL TOLL FREE: 


1-800-367-4534 


Your satisfaction is guaranteed. 
24 HOURS A DAY * 7 DAYS A WEEK 

a ws NM 
You need 


send no 
money now! 


You will be billed prior to shipment, including any applicable sales tax. Higher shipping and service outside the U.S 196-442 


74 Books and arts — — The Economist March 29th 2003 


a - 
Je ie B * wA 


> chester's table, is intimately connected New ficti 


with geology. The “Wallace Line", first no- 
ticed by Alfred Wallace in the 1850s, is the 
demarcation between the faunas of Asia 
and Australasia, which are quite distinct. 
Running very close to the geological fault 
line, Wallace's divide passes through the 
Indonesian archipelago, so that islands 
only a few dozen miles apart are home to 
entirely different suites of creatures. It at- 
tests thatin the past, the world looked very 
different from the way it appears now. 

The history of communications is yet 
another of the book's offerings. Krakatoa is 
infamous partly because it was the first 
really large natural disaster to be relayed to 
the world in something approaching real 
time. Only as recently as 1865, 18 years be- 
fore the eruption, news of Lincoln's assas- 
sination had taken 12 days to reach Lon- 
don. What had changed in the interim was 
theinstallation of a network of reliable un- 
derwater cables. These had become possi- 
ble only with the invention of a durable 
sheathing material, made of a substance 
called gutta-percha. And gutta-percha, as 
Mr Winchester notes in the sort of aside 
that makes this book such a pleasure, is 
made from the sap of a tree, Isonandra 
gutta, which is found in Borneo, Java and 
Sumatra. 8 


Israeli dissent 
Patriots too 


The Other Israel: Voices of Refusal and Dis- 
sent. Edited by Roane Carey and Jonathan 
Shainin. Foreword by Tom Segev. New Press; 
208 pages; $22.95 


ALT the collapse of the Camp David 
peace talks towards the end of 2000, 
and the start of the Palestinian intifada, 
many Israelis started to articulate a single, 
strident message: they had offered the Pal- 
estinians a priceless gift, and been kicked 
in the teeth for their pains; so be it, they 
would now show the so-and-sos who was 
master. A substantial majority of voters 
(twice) elected Ariel Sharon to do just that. 
But some disagreed, and a few of those— 
loyal Israelis all-have packaged their dis- 
sentinto aneat volume of short essays and 
articles written over the past two years. 
What good will it do? asks Tom Segev, 
an Israeli newspaper columnist, in his fore- 
word. Israelis have an expression "shoot 
and cry" for those who allow things to 
happen even as they deplore them. 
Maybe, he suggests, he and his fellow dis- 
senters are writing for their own relief, to 
detach themselves from Israel's "tribal, iso- 
lated, emotional and nationalistic mood", 
and to show future historians that there 


The burdens of the sons 


When There Were Heroes. By Elon Salmon. 
Dewi Lewis Publishing; 256 pages; $13.95 
and £8.99 


é€ WERE born when there were 
heroes. How were we to know 

that the inescapable destiny of heroes 
is defeat?" The narrator of Elon 
Salmon's novel is Philo Jerusalem, son 
of the vigorous Gideon, a founder of 
the Jewish state who "rides the warlike 
chariot of Israel's destiny", striving for 
excellence in all things, but dies in ob- 
scurity, laid low by petty politics. 
Philo—who falls in love not with the 
Jewish national project but with the 
cello, England and a frigid beauty from 
the shires—must survive the expecta- 
tions of a demanding father and an ex- 
acting patrimony. 

Much of this complex novel is auto- 
biographical. If the life too often takes 
the place of the plot, this is redeemed 


were white hats around, even if they 
couldn't do much about anything. 

Listen for instance to Ami Ayalon, once 
head of the Shin Bet security service, de- 
scribingin an interview with Le Mondethe 
wrong-headedness of current Israeli pol- 
icy. Freed from American pressure since 
September 11th—a date that another writer 
describes as *a Hanukkah miracle" for 
Israel-the Israeli government ploughs its 
own path. But time, Mr Ayalon argues, is 
not on Israel's side. Demographically, it 
benefits the Arabs. Politically it favours the 
extremists: Hamas, the militant Islamist 
movement and the ideological settlers. 

He calls, as others do, for withdrawal 
from the occupied territories to give the 
Palestinians the hope of a proper state. 
Gideon Levy is a journalist who, like Mr 
Segev, writes for Haaretz, the newspaper 
from which several of these essays are re- 
printed. Mr Levy questions the wisdom of 
Mr Sharon's onslaught on terrorism, and 
laments that "We have again become one 
nation that speaks with one voice and 
doesn't ask questions such as...whatis the 
infrastructure of terrorism if not the occu- 
pation, the despair and the hatred?" 

The effect on Israel of Mr Sharon's pol- 
icy of massive reprisal, his preference for 
force over diplomacy, is what concerns 
writer after writer. They see a new arro- 
gance and a new cruelty. Michael Ben-Yair, 
a former attorney-general, writes that 
occupation has transformed Israel from a 
just society to an unjust one. The steps 
taken to prolong the occupation-killing 


by a vivid evocation of what it was like 
to grow up in the pre-state Israel of the 
19405, with all the music and dynamism 
and the constant sense of siege. In 
Philo's kibbutz, “wide tracks converge on 
tall gates that shut at night. Milking ma- 
chines in a spotless parlour thrum away 
as they pump liquid protein into the 
very heart of the Jewish settlement of 
Palestine." The kibbutz girls, "children 
without a past, born to parents who 
have drawn a curtain over theirs", toss 
their glossy hair under jets of water. 
Nearby, “amid the thorns and withered 
grass...dusty paths strewn with animal 
ordure meander up” to three Arab vil- 
lages destined to fall in the looming war. 

Reflecting later on Israel's failings, 
Philo concludes that “to understand 
without the ache, you need to take dis- 
tance from the scene." Yet he never stops 
feeling regret for the nation—no, the light 
to the nations-that might have been. 





When hope was on offer 


the innocent, executing wanted men with- 
out trial, the encirclements, closures and 
roadblocks—“are causing us to lose the 
moral base of our existence as a free, just 
society". Young reservists explain why 
they refuse to serve in the occupied territo- 
ries. Meron Benvenisti, a former deputy 
mayor of Jerusalem, reflects on the arro- 
gance of the soldiers at the roadblocks, 
and, in a concluding essay, looks to a time 
when Israelis will oppose current policy. 
Yet none of these writers, not even Mr 
Benvenisti, believes that this is likely to 
happen any time soon. 8 
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Elusive Rothschild: The Life of Victor, Third 
Baron. By Kenneth Rose. Weidenfeld & Nicol- 
son; 338 pages; £20.00 


T IS easy to imagine Victor Rothschild as 

one of the grander characters in An- 
thony Powell’s “A Dance to the Music of 
Time”. Thanks to the Rothschild name and 
money, the doors of the powerful were al- 
ways open to Victor. With the polymathic 
scope of his enthusiasms, combined with 
an innate love of gossip, the third Lord 
Rothschild knew most of what used to be 
called the British establishment. 

Although head of the senior English 
branch of the Rothschild family, the thing 
that least engaged him was banking. He 
was an eminent scientist, who developed 
a mathematical technique for deducing 
the speed at which sperm swim, and his 
study of sea-urchins broke new ground in 
the understanding of fertilisation. For 
many years he ran the mighty research de- 
partment of Royal Dutch Shell. But he re- 
mains best known as the founding head of 
prime minister Edward Heath’s “think- 
tank” in 1971 and for his long, ultimately 
turbulent connection with M15. 

Many of the iconoclastic studies under- 
taken by the think-tank—on subjects span- 
ning Concorde and the future of the coal 
industry—helped galvanise public debate, 
but their influence was limited. This must 
have been frustrating for Rothschild, but 
these disappointments were dwarfed by 
what was to come later. 

Despite distinguished wartime service 
as MI5's head of anti-sabotage, his friend- 
ships with Guy Burgess and Anthony 
Blunt blighted his declining years when 
the latter was finally unmasked as a Soviet 
spy in 1979. Rothschild fell victim to a 
smear campaign. But in his increasingly 
frantic efforts to clear his name, he made 
the mistake of becoming involved with a 
maverick former M15 officer, Peter Wright, 
who became notorious when the British 
government banned his pseudo-revela- 
tory book, "Spycatcher". Although Marga- 
ret Thatcher later grudgingly confirmed 
that there was no evidence of Rothschild's 
ever having been à spy, he died feeling be- 
trayed by the very establishment of which 
he had been such a gilded member. 

Kenneth Rose, has written an engaging 
account of an extraordinary life. But the 
Rothschild that emerges is an enigma: bril- 
liant and capable of kindness, but also 
emotionally withdrawn and occasionally 
spiteful. Social standing and money did 
not, it seems, make Victor Rothschild a 
happy man. 8 





Parmigianino 


A mannerist 
master 


PARMA 
Anunusual show offers a chance to 
visit an enchanting city 


be don't normally need a hard-hat to 
look at 16th-century painting. But at the 
church of the Steccata in Parma they insist 
on it before letting you up seven flights of 
scaffolding to a special viewing platform 
above the high altar. At the top, visitors 
come eyeball to eyeball with the swaying, 
seductive figures of three wise and three 
foolish virgins painted on the church's ceil- 
ing. They are among the masterworks of 
Francesco Mazzola, known as Parmigia- 
nino (1503-40). Close viewing of the fres- 
coes, newly restored and as bright as bill- 
boards, is the high point of a splendid 
exhibition in and around this Po valley 
town to mark the 5ooth anniversary of a 
native son, one of the most refined and 
intense of the Italian mannerists. 

A long time in the planning, the Parmi- 
gianino exhibition covers his career with 
an impressive range of paintings from Ital- 
ian and foreign museums. These include 
graceful early works painted when he was 
emerging from the shadow of Correg- 
gio—14 years his senior and in demand for 
all the big commissions in Parma-through 
to the later portraits, whose melancholy 
seems to reflect some change in the painter 
himself. 

Side by side are two remarkable but 
quite different portraits of the artist. One 
shows a sensitive yet immensely confi- 
dent 21-year-old, painted in a convex mir- 
ror, a virtuoso self-portrait that has never 
ceased to amaze. Parmigianino is sup- 
posed to have wowed the papal court in 
Rome with it; centuries later it inspired an 
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extended Pulitzer-prize-winning poem by 
a New York poet, John Ashbery. The other 
portrait shows the troubled, downcast face 
of an ill-kempt man already old in his 30s. 

The organisers of the show, which goes 
to Vienna's Kunsthistorisches Museum 
after it closes, did not get all the works they 
asked for from other museums. Pleading 
anniversary plans of its own, the Uffizi 
Gallery in Florence refused to lend the 
painting that probably most typifies the 
artist's stylistic refinement, "La Madonna 
dal Collo Lungo", a representation of the 
virgin as a most elegant swan-necked 
woman. That rejection led Vittorio Sgarbi, 
a controversial former arts minister and 
honorary president of the Parma show, to 
speak of "a Florentine outrage". Two key 
works were too large to travel: the “Ma- 
donna and Child with Saints" in London's 
National Gallery, a youthful homage to his 
three aesthetic models, Michelangelo, Ra- 
phael and Correggio; and a late treatment 
of the same theme now in Dresden. 

A rich selection of Parmigianino's 
drawings and prints partly makes up for 
these gaps. Through them his slender, 
elongated figures, like “Antea” (pictured 
above) were copied far and wide. Opening 
the show are minor works by Florentine 
mannerists and some very fine Correg- 
gios. At the end come mannerist painters 
from across Europe, including some Bar- 
tholomeus Sprangers from Vienna to illus- 
trate the eccentric tastes of the Habsburg 
emperor, Rudolph II. 

The  Parmigianino show snakes 
through the impressive Palazzo Pilotta. 
This was the home of the dukes of Parma, 
originally a Farnese principality batted 
back and forth between the Spanish and 
the Austrians for a century and a half until 
Italian unification in 1860. Badly damaged 
by allied bombs during the second world 
war, the palace and its extraordinary 
wooden theatre were rebuilt in the 1950s. 
To walk about in these buildings is a treat 
in itself. Indeed, the Parmigianino show is 
an excuse to explore, not just Parma, but 
also the surrounding countryside. 

There are Parmigianino exhibits in 
many smaller neighbouring towns. His 
frescoed room on the theme of Diana and 
Actaeon in the castle at Fontanellato is not 
to be missed. Nor is an intriguing show 
about alchemy in Casalmaggiore, just 
across the Po river in Lombardy. We have 
only Vasari's unreliable word that Parmi- 
gianino was actually interested in 
alchemy. No matter. It was at Casalmag- 
giore that Parmigianino died, after fleeing 
the overseers of the Steccata church, who 
were after him for not finishing the rest of 
those magnificent frescoes. 8 


"Parmigianino e il manierismo europeo": Galleria 
Nazionale, Parma, until May 15th; Kunsthistorisches 
Museum, Vienna, June 4th-September 15th. The 
catalogue of the show is published by Silvana 
Editoriale, €44. 
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Daniel Patrick Moynihan 


Daniel Patrick Moynihan, politician and polymath, died on March 26th, aged 76 


POLYMATH in a profession of intellec- 

tual pygmies; a free thinker in a world 
of crushing orthodoxies; and a cheerful 
imbiber in a country that has turned, once 
again, to Puritanism—Daniel Patrick Moy- 
nihan really was one of the most remark- 
able American politicians of his genera- 
tion. 

There was something of the Oxford 
don about him. Visitors to his rooms in the 
Senate were greeted by a glass of dry 
sherry (Tio Pepe was his preferred brand) 
and a lengthy tutorial. A discussion of So- 
cial Security reform would inevitably in- 
clude learned digressions on the Victorian 
poor laws. Mr Moynihan wrote or edited 
19 books—more, it was said, than some of 
his Senate colleagues had read. 

The donnish Mr Moynihan was also a 
tough Irish street-fighter. His career looked 
effortless: a Harvard professorship; jobs in 
four successive administrations, including 
ambassadorships to India and the United 
Nations; and finally, in 1977 a Senate seat 
for his "native" New York. Yet he was actu- 
ally born in Tulsa, Oklahoma (a fact he 
sometimes conveniently forgot). He grew 
upin a broken home, helped to provide for 
his family by shining shoes and working 
on the docks, and attended New York's 
lowly City College. 

His career was a testimony not just to 


character and brains, but to that past. He 
turned himself into an intellectual star by 
writing about ethnic America, a subject he 
knew well from his childhood in Hell's 
Kitchen. And his spells in high office were 
often tempestuous. During one spate of Is- 
rael-bashing at the UN, the same man who 
used to tick off this newspaper for miscon- 
struing Virgil marched over to the Israeli 
ambassador. "Fuck 'em," he advised. 


Rebel with a cause 

Mr Moynihan could be prickly. One rea- 
son why he turned against Hillary Clin- 
ton's health-care plans was that she ne- 
glected to consult him on a subject about 
which he had thought deeply. But even 
when prickly, he was better value than the 
average blow-dried politician; and even 
drunk he talked far more sense than most 
people do sober. 

He was not a great one for party lines. 
The young Mr Moynihan shocked his 
Democratic friends in 1965 with a report 
that blamed social ills on the break-up of 
the black family. His thesis has since be- 
come conventional wisdom, but in the 
civil-rights era it was the purest heresy. He 
shocked them even more in 1969 by ac- 
cepting a job in the Nixon administration. 
“Moynihan”, Herbert Stein observed, 
“was Nixon's soaring kite reaching out for 
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the liberal chic eastern establishment." 

Mr Moynihan had little sympathy with 
the leftists who came to dominate his 
party in the 1970s. He enjoyed close friend- 
ships with neo-conservative sages such as 
Irving Kristol and Norman Podhoretz, and 
contributed enthusiastically to the Public 
Interest. "The nation is turning conserva- 
tive", he once observed, “at a time when its 
serious internal problem may well be 
more amenable to conservative solutions 
than to liberal ones.” 

Yet Mr Moynihan never forgot about 
the Democratic Party’s mission to improve 
the lot of ordinary people. He helped to 
write Lyndon Johnson's great speech in 
praise of affirmative action (“You do not 
take a person who, for years, has been hob- 
bled by chains...and then say, ‘You are free 
to compete with the others’.”) He accepted 
a job in the Nixon administration in part 
because it gave him a chance to advance 
his most cherished social reforms. The for- 
mer Harvard professor once gave Nixon a 
reading list of the “ten best political biogra- 
phies”, including Robert Blake’s biography 
of Disraeli. “You know very well”, the 
president told him after reading it, “that it 
is the Tory men with liberal policies who 
have enlarged democracy.” 

Later, Mr Moynihan was just as harsh 
on conservative orthodoxy as he had once 
been on the liberal variety. In the 1980s, he 
remarked on “the degree to which conser- 
vatives seem to have displaced liberals as 
starry-eyed advocates of exotic and new- 
fangled economic doctrines”. In the 1990s 
he fulminated against welfare reform. 
“Congress builds a coffin” was the title of 
one article he wrote on the subject. Mr 
Moynihan's washroom on Capitol Hill 
displayed two magazine covers: a 1979 is- 
sue of the Nation entitled “Moynihan: The 
Conscience of a Neoconservative” and a 
1981 issue of the New Republic entitled “Pat 
Moynihan: Neo-Liberal”. 

There was something old-fashioned 
about Mr Moynihan-a throwback to an 
earlier age when politicians championed 
causes, not parties. His cause was the poor. 
One reason why he so disliked McGover- 
nite leftists was that he thought that they 
were middle-class brats, intent on hijack- 
ing the party of his birthright. And one rea- 
son why he was so interested in conserva- 
tive intellectuals was that he thought that 
their ideas on the primacy of the family 
and the organic nature of society might be 
able to revitalise his party. 

Most politicians measure their success 
in terms of bills passed and pork delivered. 
Mr Moynihan was surprisingly good at 
bringing bacon to New York. But he did 
something far more important than this. 
He helped to change the climate of ideas 
on the left—and in doing so he helped to 
drag his once stranded party back towards 
what he regarded as the vital centre. m 
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THE BUSINESS OF NEW YORK IS OUR BUSINESS 
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You'll find the world in New York, and you'll find New York in our Executive Programs. High-potential 
professionals, who prove themselves daily in the business capital of the world, hone their skills in our 
programs to reach new heights. Our students are razor sharp. Our faculty are the luminaries of finance 
and management. And the knowledge exchange and once-in-a-lifetime experience create energy as 
electric as our city. Options include: Executive MBA Program, TRIUM Global Executive MBA Program, 
The Langone Program: A Part-Time MBA For Working Professionals, Corporate Degree Programs, EVE CUTIYI 


Custom Non-Degree Programs and Open Enrollment Programs PROGRAMS 


Working professionals’ first step to enter our Executive Programs: visit http://executive.stern.nyu.edu/e or call (212) 998-0789 
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The Oxford 
Advanced 
Management 
Programme 





EXECUTIVE EDUCATION 





15 June — 12 July 2003 
5 October — 1 November 2003 


Crafting success from uncertainty 


20 June —17 July 2004 

10 October - 6 November 2004 
A senior manager must prepare to rethink business from the inside 
as well as the outside, and lead from today to tomorrow. The 
Oxford Advanced Management Programme changes mindsets. 


For more information, visit www.execed.oxford.edu, or contact 


Dorothy Cooke, tel +44 (0)1865 422776, fax +44 (0)1865 422501, 
email info@execed.oxford.edu 


Templeton College 





The Centre for Management and Policy Studies (CMPS), part of 
the Cabinet Office, offers an exceptional range of programmes 
for senior executives from all sectors. These unique 
development opportunities enable leaders in business and the 
most senior civil servants to build lifelong networks and hear 
from high profile speakers, including Government Ministers, 


Top Management Programme 

Our leading programme is a highly interactive, in-depth 
examination of the leadership, strategic, communications 

and delivery role of top managers. Through a series of 
simulations and live case studies (among them BP, BBC, HM 
Prisons, 3M), this challenging programme enables participants 


to hone the skills necessary to be successful at the top of large, 


complex organisations. 
TMP 70 (Modular) 13-25 July 2003, 14 -19 September 2003, 
9 -14 November 2003 

TMP 71 5-31 October 2003 

Developing Top Management 

Focused on developing the potential of future strategic leaders 
from all sectors this programme develops leadership and personal 
effectiveness through raising self-awareness and developing a 
better understanding of people and organisational change. 


23 June - 4 July 2003 
15 -26 September 2003 
17-28 November 2003 


The Partnership Programme 

An interactive, modular programme built around on-site case 
studies (examples include SureStart, urban regeneration 

and education reform) designed to help senior public 

sector managers meet the challenges of delivering projects 
through partnerships. 


Module A 14-16 April 2003 
Module B case study to be confirmed 
Module C 10-12 September 2003 


Module A 20-22 October 2003 
Module B case study to be confirmed 
Module C 8-10 March 2004 


Leaders in Partnership 

A programme designed to develop a greater understanding of 
leadership and change management issues between those 
leading different parts of the public sector, particularly between 
those at the centre and those who deliver locally. 


9 -13 June 2003 
6 -10 October 2003 


For bookings, further information or to be added to our 
mailing list: 


E-mail: scscustomers @cabinet-office.x.gsi.gov.uk 
Fax: 020 7276 1309 
Website: www.cmps.gov.uk/courses 


Please quote reference: EC29/03 
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ADVANCED THINKING 


rspectives ;' ; 


FOR TODAY'S BUSINESS 


Take five weeks and 
experience life-changing 
insights, discover 

new frameworks from 
the world’s sharpest 
business thinkers, and 
evolve yourself to 
succeed in this rapidly 


changing dme d 


-- 


Carlos Zozaya-Gorostiza, Mexico City 


Wharton Alumnus/AMP 1999 


Program Dates 
June 1 - July 4, 2003 





September 21 - October 24, 2003 The Wharton School 
February 1 - March 6, 2004 University of Pennsylvania 
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Wharton Advanced Management Program for more information, 

Aresty Institute of Executive Education please contact 

Ms. Robin Salaman 

a Assistant Direct 

255 South 38th Street, Suite 200 ROE 

Philadelphia, PA 19104.6259 1.215.898.1179 phone 
Pa UNS: ` 1.215.386.4304 fax 


http://amp.wharton.upenn.edu/3137.cfm salamanr@wharton.upenn.edu 


The Wharton School 
University of Pennsylvania 
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Imperial College The Business School 
London 


Learn to manage tomorrow s world today, 
at Europes university of innovation. 


e worldwide reputation 
* proven record 
* elite networks 


MBA 

Executive MBA 
Masters in Finance www.imperial.ac.uk/business 
Masters in Health Management * 44 (0)20 7594 9608 


Our thanks to Palm, Inc. TI 
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A leadi ng Miren. School, NIMBAS | s accrétlied ig the Reson tite of 
MBAs, recognised by the Kultusministerkonferenz , and offers i its degree 
from an EQUIS accredited. institution. NIMBAS also ranks amongst the 
world’ 5 top 100 business schools. for the quality of its MBA programmes” À 


: MBA | | 
Local Roots, Global Reach. One year full-time MBA and two year part-time MBA in Utrecht; 
Two year Modular MBA in Bonn, Mainz and Berlin; Executive MBA in 
four countries. | 
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DBA d 
Four year part-time professional practice doctorate, accredited ©) 
by the Economic and Social Research Council in the UK, N 





mma HOOL 
C C | PARIS ii 
P A R | : * Financial Times 14/11/02 & 20/01 joa, Economist htelligence Unit 11/10/02 


NIMBAS Graduate School of Management 


Kromme Nieuwegracht 39, 3512 HD Utrecht, The Netherlands 
Tel: +31 (0)36 230 3050 Fax +31 (0})30 236 7320 
-mail admissions@ nimbas.co! 
Website: www.nimbas.com © 
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Program 


The Leiden IBL Program is an intensive one-year course which aims to build upon skills previously acquired Es 


Leiden University 


through degrees in Law, Economics, Accounting and Business or other comparable disciplines. 


We are interested in attracting the best people internationally to study in Leiden; hence, the program culture. EM 
encourages personal attention and guidance. Our intellectual infrastructure is continually adapting to meet the || 


needs of a modern society. 


Leiden LL.M. Program Details 
Leiden University Worldwide 
Rapenburg 67 

P.O. Box 9500 

NL 2300 RA Leiden 

The Netherlands 

Telephone: +31 (0)7 1/527,7287 
Fax: +31 (0)71/527.7298 
Website: www.leiden.edu 


E-mail: study G luwp.leidenuniv.nl 


Applications are reviewed year-round. For more information and application forms as well as start dates of this: 
and other Leiden LL.M. Programs, consult: 


International Business Law 
Leiden University, Faculty of Law 
Hugo de Grootstraat 32 

P.O. Box 9321 

NL 2300 RA Leiden 

The Netherlands 

Telephone: +31 (0)71/527.7821 
Fax: 431 (071//327.7732 


'ebsire: www. law. leidenuniv.nl 


E-mail: s.elder@ law leidenuniv.ni 
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Bocconi Univ 
School of Management 


^ Bocco 


MASTER OF BUSINESS ADMINISTRATION 


Book the best seat for your professional future. If you want top quality management training, the SDA Bocconi Master of 
E 
Business Administration is the course for you. it will give you professional and personal training that will serve you right * 


qme memes tente cerent rentem neenon sri 


through your career. And last but not least, it will bring out the leader in you. WWW. sdabocconi .it/mba-en 





20136 Milan - flaly Tel. ++39-025836.31 25/6605 Fax ++39-025836.3275 
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.. MBA - SDA BOCCONI - UCI Via Balilla, 18 - E-mail: MBAGsdabocconi.it 
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Master in Quantitative Finance 
and insurance 
MOFI - IV edition 


Aims - The course aims to develop applied skills in the field 

of quantitative finance. The teaching method, based on case 
studies, highlights tne pralica implications of theory. The 
obiective is to prepare fully inetepencdent speciaksts who 
capable of handling financial and insurance problems from 
an applied quantitative point of view, 


Areas of professional interest - Sales and trading, corporate 
finance, risk control and rsk management, fund and pension 
fund management 





OO: The candidate for the Master shall be a 
graduate in economics wishing to develop his quantitative 
skills in finance and insurance, or a graduate in a non- 
economics quantitative subject, such as physics 
mathematics, , engineering, id who wishes to pursue a 
career in finance and insurance 


Time table - Applications must be submitted before 
June 6th, 2003. Classes will begin in September 2003 and 
anti end in May 2004. 


Grants shall be available. 


i nlormatior ^ and appiication tom please visit our internet site 


E Vi ialo Ionzo 25 - Ste 3 D 


I 02 5836.5877 - emal: 


Università Commerciale Luigi Bocconi www.uni-bocconi.it 





OUR MBA GRADUATES 
MAKE ALL KINDS OF MONEY. 


With a Thunderbird MBA in International Management, 

your ambitions could lead you to almost any corner of the 
INTERNATIONAL world. The program is based on a philosophy we call Border- 
MANAGEMENT les: Business Thinking. [ts designed to give you a compeutive 
advantage in today's global economy. And as the 51 school of international 
management, no one is better qualified to offer it. Lf you're ready to see 
the world for all ics worth, visit www.thunderbird.edu. This is where the 


world comes to learn business and business comes to learn the world. 


i omms 


$4 AMTERMATIONAL MANAGEMENT 


“Ret p www gsnews comAsnows ou forad? 
tánkinggimba/GnsetiebaspS Goel php 





| | “SCP-EAP MB Al 


An exceptional MULTICULTURAL experience 
in the HEART of EUROPE 











> international Full-time MBA 
12 month English-language program in Paris 
World-wide recruitment 








> European Executive MBA 
18 month English-language program in Paris 
& on other ESCP-EAP campuses in Europe 
Monthly modules / Pan-European recruitment 


> International Master's in Management 
24 month English-language program 
Residential modules in Paris, Tilburg, Budapest & the USA 
Double European and American MBA degree 


An ESCP-EAP MBA leads to senior positions world-wide. Join the network 
of 22,000 ESCP-EAP graduates in 65 countries. 


With faculty and-campuses in Pans, Oxdord, Madnd and Berlin, ESCP-EAP develops business 
baten anf advances transnational iparning and research in management, 


"escp-eap.net 


Next Session ~ January 2004 


Contact MBA Admissions 
233139 2327 91 


mbacbe sCp-eap nat 


^ EQUIS © 


— European School af Management 


ESCP- EAP 






Learn everywhere. Manage anywhere. 
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INSTITUT D'ETUDES [pgm 
POLITIQUES DE PARIS NS 


Extend your global reach 


MBA 


SCIENCES PO 
€ AMBA Accredited Degree. 


€ An intensive nine-month bilingual program (French/English). 


€ The leading school in Political Science and Economics, 
founded in 1872. 


€ A distinguished international faculty. 
€ An urban campus in the heart of Paris. 


Next information session in our premises: 
Thursday, May 15" 2003 at 6.30 p.m. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax : + 33 1 45 44 88 92 
Website : http : /Imba.sciences-po.tfr - E-Mail : mba@sciences-po.fr 
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. MBA * MSc 
* DBA + Open Access 


UniS 


University of Surrey 





Full time - ^ 

Part time - tv 
Weekends - two years 
Virtual - no attendance 
Intensive - one year 


MSc 
* Variety of specialisms 


* Full time - one year 
* Part time - two years 


DBA 


* Part time - four years 





B Ig 


W» FREE LAPTOP 
COMPUTER r 
= included in SeMS Masters 


progra 


School of Management Freephone: 0800 052 3972 
(Including SeMS) SeMS, University of Surrey, Guildford, 
Surrey GU2 7XH 


Tel: +44 (0) 1483 689347 
Fax: +44 (0) 1483 689511 


Website: www.som.surrey.ac.uk 


Open Access 
Non-graduate route 
to Masters 


* Full time - : 





Decision-Making 
Tools for 
Executives & 
Policy Makers 


Executive Education Programs 


The Duke Center for International Development 
(DCID), in partnership with the World Bank Institute 
(WBI), offers cutting-edge programs for mid-career 
professionals seeking to enhance their skills and 
expand their knowledge in the fields of: 


* Public and Private Sector Management 

* Fiscal Decentralization and Tax Policy 

* Analysis and Design of Investment Projects 
* Budget and Financial Management 


WORLD BANK INSTITUTE By ees eaux 


IX ID 
DUKE CENTER FOR INTERNATIONAL DEVELOPMENT 


Sanford Institute of Public Policy at Duke University 
Tel +919/613-7359 Fax +919/681-0831 Email dcidexed@pps.duke.edu 


www.pubpol.duke.edu/dcid 
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Project Appraisal and 
Risk Management (PARM) 
May 19 - June 13, 2003 


Dr. Fernando Fernholz and 
Dr. Graham Glenday 


Tax Analysis and Revenue 
Forecasting (TARF) 

June 23 - July 18, 2003 

Dr. GP Shukla 


Fiscal Decentralization 
and Local Government 
Financial Management 
tga) 

June 30 - July 18, 2003 

Dr. Roy Kelly 


Budgeting and Financial 
Management in the 
Public Sector (BUDGET) 
July 21 - August 8, 2003 


Dr. Graham Glenday and 
Dr. GP Shukla 


DCD also offers advisory and consultancy 
services as well as a mid-career Master's 
Program in International Development Policy 
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Aliseda 


aed il 15. 28009 Madrid (Spain) 
£12 839 i Fax: 434 914 315 054 
Emai mio 8 aliseda. comi 


Language and Sport Camp 
for teens aged 11 - 
In the French Mediterranean Coast 
july - 






Angust in Narbonne Plage 
Tel: 00 33 6 03 85 56 13 
Fax: 00 33 2 40 02 42 03 
www villagedusoleil.com - 
contactvillagedusoleil com 


|w www.aliseda. com 
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ELUNE effective courses 














Founded in 1823 and ae v 011 

based in Bloomsbury, & Birkbeck 
Birkbeck extends “UNIVERSITY OF LONDON 
educational opportunities a 

while achieving worid-class 


research results. 


Postgraduate study 
in management and 
economics 


Department of Management 





One year fulltime or two years part-time by evening study: 


IN MSc international Business 

lll MRes Management and Organisational Behaviour 
ME MSc/MRes Management in the Public Sector 

li MSc/MRes Corporate Governance and Ethics 


li MSc/MRes Sport Management and the Business 
of Football 


li MSc/MRes Business Strategy, Politics and the Environment 
l MSc European Policy and Management 


Department of Economics 
One year full-time or two years part-time: 


NM MSc Economics 
l MSc Finance 
Mi MSc Financial Engineering 





One year part-time 


l Postgraduate Certificate in Economics or Finance 


Conversion courses for graduates from disciplines other 
than economics or finance 


MPhil/PhD programme 
ESRC-recognised programmes available in both departments 
MSc/Postgraduate Diploma e-Commerce 


One year full-time or two years parttime. 
wwWww.ecommerceJondon.org. 


For further detalls and application forms, please 
call 0845 601. 0174, email: admissions@bbk.ac.uk or 
check our website: www. bbk.ac.uk 





| The Department of Management 


| arts and sciences. Applicants must 


| available at the college's 


| e-mail: lafrance@ messiah.edu. 


Verne °F} ana 





Totally Flexible 
MBA/DBA/PHD 


/MS degrees by Distance Learning. You design your curriculum. You will 


not study material you already know or do not need. No exams, you learn 
through research & writing. No Bachelors or GMAT required. Faculty are 
successful business leaders/authors. Faculty wanted. Rushmore University, 
1-815-425-8577, info2rushmore.edu www.rushmore.edu 


** WORK IN USA ** 


LT PROFESSIONALE, ENGINEERS, Amor Tears. 
AGEGUMNTANTE. Prysioiane, TRACHERS, ETC... 
TOP Positions, Salaries & Benefits 

Visit us Online for Job Opportunities! 
Affiliates (Recruiters) Needed! 


F aculty Position 
in Fi inance 


www GreenCardSpecialists.cam 





expertise. International experience 
and second language proficiency 
are also desirable. Salary and rank 
commensurate with qualifications. 
Messiah College is a Christian 
college of the liberal and applied 


EARN a 





be in full sympathy with ME 
college's Statements of Faith and | 
Foundational Values. Applications 
will be accepted until the position 
is filled. Further details are 
website: 


Washington based US business 
organization with presence in 
Southeast Asia, Business experience 
at executive or senior management 
level is required. Emphasis on 
general management, including 
financial planning, budgeting. 
Public policy/government relations 
skills and overseas experience are 
desirable. 

| Resumes must be submitted to Advertiser, 

Fax: 202 898 1424 
NLT April 11, 2003 


www,messiah.edu. 

Letters of inquiry and curriculum 
vitae should be sent to Dr. Vincent 
LaFrance, Messiah College, 
Department of Management 
and Business, P.O. Box 3042, 
Grantham, PA 17027, USA: 


Office for Democratic Institutions and Hain Rights 


| The Office for Democratic Instirutions and Human Rights (ODIHR, located in Warsaw, Poland is the OSCE's 


main institution tasked with promoting human rights and democracy. As part of its: mandate, the ODIHR 
assists the participating States of the OSCE with improving frameworks for democratic elections, and deploys. 
thousands of observers every year to monitor compliance af electoral processes with OSCE commitments, 


The ODIHR is looking for a 
Head of Election Section 


who will be responsible for conceptualizing and managing the Office’ š election-related activities, including 
election observation missions and technical assistance pr ojects,. l 


| Necessary Qualifications: 


*— Advanced university degree in political science, law, social sciences or à related Field 





1195.000 Emplayment VISAS Available! 





and Business is seeking to fill a S 
term-tenure track position in Re noore are E 
Finance, beginning August 1, 2003. 1 é 
A Ph.D/ABD in finance, account- P. ; Recommended : 
ing or economics is required. An || — | to make appropriate enquiries and take | 
MBA with CFA (chartered || | appropriate advice before sending money. | 
financial analyst) will also be | incurring any expense or entering into a | 
| accepted. The candidate will be | binding commitment in relation to an | 
expected to provide instruction in _ advertisement. The Economist Newspaper | 
financial management and invest- $ Limited shail not be liable to any person for | : 
ments, as well as in other areas of _ loss or damage incurred or suffered as ai 


| result of his / her accepting or offering to : 
accept an invitation contained in any | 
? advertisement published in The Economist, | 





* #12 years of progressively responsible work experience in government or inter-governmental | 


organizations, including some years in election management 

Leadership and negotiation skills, as well as analytical skills and legal knowledge to identify areas for 
improvement in election fogislation 

Professional fluency in English with good drafting and editing skills: working knowledge of a second 
official OSCE language would be an asset 


Courtesy, tact and ability to establish and maintain effective working relations with high level 
government officials and people of different national and cultural backgrounds, whist maintaming 
unpartiality and objectivity 
Willingness to travel at short notice and to difficult areas 
More information on this vacancy can be found at www,osce.org/employment, Applications bnziuditig 
detailed CV and cover letter are to be sent to: OSCE Office for Democratic Institutions and Human Rights. 
Atty: Maria Lukawska. AL Ujazdowskie 19, 00-557 Warsaw, Poland. Applications may also be submitted by 
fas (448-22-S200605) or e-mail (recruit odihr.pl). Closing date is £1 April 2005, 
Vacancies in the OSCE are open for contpelition only amongst nationals of participating States. The 
OSCE, as an equal opportunity organization, encourages female candidates to apply. 
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IMITTEE ON RADIOACTIVE 
STE MANAGEMENT 





Can you work with others to design a strategy for ethical issues. You will need strong analytical and T 
.| Safely managing half a million tonnes of communication skills, sound judgment and | 
x Sanct waste for thousands dios Defra sensitivity; and be able to work well in a team. 


We shall appoint on merit, taking full account of. 

| equal opportunities. We are following the - iu 

Bones e acts Haren onines on Guidance issued by the Commissioner for Public 
Appointments. We welcome applications from 

CoRWM will assess the options for managing solid — women, members of ethnic minority communities 

radioactive waste and recommend to UK Ministers and people with a disability. Appointments will be 





the best solution that will achieve long-term part-time, starting in 2003. We shall pay a daily 
protection for people and the environment. rate, as well as expenses. 
This may take 2 - 3 years. We may then ask it to | 
provide further advice. Further information, including details on how to 
apply, can be obtained from Defra's recruitment 
The Chair: You should have experience of consultants, kmc international, at 
successfully leading committee-based work, and www.kmcinternational.co.uk, by e-mail to 
delivering clear outputs, have excellent 


corwmresponse@kmcinternational.co.uk, by 









communication skills, sound judgment, and strong telephone on 0870 011 3213, or by post to 
analytical and drafting abilities. You will be appointed PO Box 2095, Maidenhead, Berkshire SL6 9WF 
first and will help appoint the other members. | E 


up In all cases, please quote Ref. 552/10 — 
|... Members: You may have relevant scientific or | 


ur technical skills, or you may bring a wider Applications must be returned no later than 
perspective, for example, on environmental or 2 May 2003. 
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JOB HUNTING INTERNATIONALLY? 
ae er Executive $735K-500K +. Career searching into, within or out of 
u iGVIews Asia / Europe / M.East / U.S.? Contact for Free info & Critique 


www.careerpath.co.uk 
1 r r ? | Fax: Email: 
Can 4 ou write breaking VIEWS: 1 | USA/Canada *] 202 4781698  cpamericaacecarecrpath.co.uk 
l , i , Europe +44 20 73048280 — cpcuropececareerpath co.uk 
Breakingviews, the fast-growing European financial 4 Asia / M. East / Aus +66 26308120 cpasiacrbkk.loxinfo.co.th 
commentary service, is looking for one or two London-based | | 
journalists. Journalistic experience not essential. But you must 
have a strong intellect, an ability to write punchy prose, an nma TO ADVERTISE WITHIN THE 
interest in finance and a willingness to engage in controversy. | Economist CLASSIFIED SECTION CONTACT: 


| London: Ruth Fox New York: Beth Huber 
Send CV and short letter to | | Tek (44-20) 7830 7000 Tel: (212) 541-0500 


jobs@breakingviews.com Fax: (44-20) 7830 7111 Fax: (212) 445-0629 
"M PEIPER ruthfox @ economist.com bethhuber 9 economist.com 





N 


Senior Economic Advisers E OF. FAIR TRADING 
Marketing and Policy Initiatives Division, Branch 1 u 


-—! up to £54,523 








T The Office of 

properly fun 
: The introduc 
CORTS role an streng 


programme. 
Both postholc 


+ Manage the alloc 
pone wit 





apply, please 
: send your CV and a » 
covering letter explaining why you think 
you would be right for one of these posts, quoti: 

Ref G6 MPI One, to Nicolette Beechey at HR Operations, 
Room 7C/039, Office of Fair Trading, Fleetbank House, 
2-6 Salisbury Square, London EC4Y SX. 
Closing date: 22nd April 2003. 


The Office of Fair Trading is an equal opportunities employer. 
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PROGRAM DIRECTOR, EUROPE 





£35,388 - £41,674 


Amnesty International is a worldwide organization campaigning on 
human rights issues, The international Secretariat is the movement's 
centre for international research, campaign action and policy making. It 
employs over 400 Staff, a majority of whom are based in the 
Secretariat’s London office. Recently the International Secretariat has 
been reorganized and the management system restructured to 
strengthen leadership, delivery and accountability of all staff. You will 
join this team and will contribute to its effective development. 


This post requires an experienced manager with a proven track record 
in motivation of staff and in the provision of the direction, support and 
systems to enable them to perform to their full potential. You should 

X bring astute political judgement, a clear vision of how the human rights 
agenda can be taken forward within the Europe region and the ability to 
communicate this persuasively to individuals and groups at all levels. 


As Program Director, you will be responsible for directing and overseeing 
provision of political and strategic advice on human rights challenges in 


The international Secretariat of 
Amnesty International actively promotes 


cultural diversity and equal opportunities. 





Head of Profession - Education 
£52,403 - £72,841 


At DFID, our central focus is on an international commitment to halving 
the proportion of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of natural and physical 
environments, So we're looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities. 


Heads of Profession help develop policies and strategies that contribute 
to achieving the Millenium Development Goals and poverty elimination. 
They help DFID to build long term partnerships to improve the coherence 
and effectiveness of the international system and its responsiveness 
to country-led developmental processes. 


As Head of Profession — Education, you will quickly become our central source 
of intelligence and influence on all education issues ~ offering vision on 
intellectual leadership and contributing to an environment where the highest 
quality work is produced and goals are met. You will provide professional 
leadership for the Education Professional Group, ensuring that the Group 
is able to respond to changing corporate needs. You will operate as a senior 
spokesperson in international networks and promote flows of education 
knowledge into and out of DFID. You will help to improve the internal coherence 
of DFID's own work - communicating new information to Ministers and 


MAPM T ROO ONUS M Mere e Lenker A WO I vÓÓÁ — ERR on " " " a 
t aain —— — ve reve enne tette P RP N P d e an SYM Ye n Pre ter te AA PS ra MUERTA POS e PA PENIS ANAA AA AA SA d Ae Pr HA PAS NT A i anm AS na 







the Europe region; representing the work of the organization to key target : 


audiences; leading the development of regional and country strategie 


and effectively managing the staff and resources of your program. — - pu 


Your vision, leadership and dedication must be complemented by - 
personal confidence and professional expertise. You will be recognized 
as a leader in your field, bringing commitment and energy to match the 
weight of your responsibilities; and offering demonstrated capacity to 
motivate and empower others. You must be able to work collaboratively, 
making decisions swiftly, effecting strong delivery whilst meeting the 
highest standards of professional ethics. 


For further information and to apply online please visit our website 
at www.amnesty.org/jobs or write to Human Resources Program, 
Amnesty International, International Secretariat, 1 Easton Street, London 
WC1X ODW. Please quote reference EUR/03/06. 


Closing date: 16 April 2003. 


amnesty 4 
international < 


international Secretariat 


London 
personal qualities ~ from leadership and vision to strategic thinking and 
collaborative working. 

Based on proven performance in the job, the normal salary range quoted 
above may extend to a substantially higher fiqure for the very top performers. 
Assistance with relocation may be availabie subject to negotiation. 

The Civil Service offers a choice of final salary and stakeholder pensions, 
allowing you to choose the pension that best suits you. We also provide 


a range of flexible working policies - enabling you to balance work with E 


your other commitments. 

DFID is an equal opportunities employer. Applications are welcomed from 
all parts of the community and we actively encourage interest from women, 
ethnic minority groups and those with a disability. Selection is on merit. 
Candidates must be nationals of member states of the European Economic 
Area (EEA), Swiss Nationals or citizens of the British Commonwealth with 
the right to work in the UK, The successful applicant will have to satisfy 
the British Government's developed vetting procedures. 

For more information on this vacancy, DFID in general, and an electronic 
application form, visit our website at www.dfid.gov.uk Alternatively, 
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e-mail dfid-recruitment@dfid.gov.uk to request an application pack — 
quoting Ref: HOP-EDUC. 
Closing date — 18 April 2003. 


Working to eliminate global poverty and promote 
sustainable development 


IVILSERVILDGE 


| Department for 
DFI D international 
Development 

`~ WOA GOVOR. ai 


spreading information to DFID's international, regional and policy divisions. 


You must offer at least 5 years' working at a senior level in development 

organisations. You will be able to demonstrate a high level of education 

expertise. You will have practical experience of poverty reduction processes 
from working in developing or transitional countries on issues relating 
to education and poverty. Your professional qualifications should provide 
a combination of education with economic, social, institutional and political... 
economy knowledge. You will need to have a comprehensive range of Lo 
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The Mekong has been identified as a Benchmark Basin under the Consultative Group on international 
Agricultural Research (CGIAR) research Challenge Programme on Water and Food (CP). MRC has 
been nominated as the coordinator of Mekong research under this programme and now seeks the skills 
of qualified intematlonat or riparian personnel to fill a vacancy of 


Research Nn. m 


Job: Summary 
Under: ihe overall supervision of Director of Technical Support Division, the Research Coordinator 
provides overall coordination and management of the research: programmes to be carried out within the 
Mekong Basin to ensure effective coordination and integration across benchmark basins of the CP and 
to maximize the potential of the individual contributions of the partners. 


Requirement 

Applicants must hold a Master or PhD or equivalent qualification in an area relevant to the above fields. 
At laast 10 years experience in research and research management across disciplines and institutions, 
High-level of communication and coordination skills is essential. Experience working with national and 
international research organizations and networks in the relevant fields. Fluency in written and spoken 
English is a must. * 


The position is currently for one. year. swith an opportunity tor extension based on avatiabie funds, the 
success of the programme and satisfactory Work penonanos The person must be able to commence 
work immediately, M PE 


rand. outside the region as required. Detailed job 
t MRC website www .mrcmekong org or at email 
aged io o apply. Only short-listed candidates wii be 


The position is based in Phnom Pent With ta 
description ar more information can De: obtained. 
address; mresipmremekong.org. Women are. e 
notified. 


Closing date for applications: 18 April 2003. | 
Application, including full details of qualifications, aperin: and references, Aogether with a passport- 
size photo and contact email address should be forwarded to: 


Mekong River Commission Secretariat 
RO Box 12,364 MV. Preah Monivong, Sangkat Phsar Doerm Thkov, 
Khan Chamkar Mon. Phnom Penh, Carnivora 


lemporary 
Economist /Statistician 


The Economist Newspaper's editorial Research Department 
is looking for an economist/statistician for maternity leave 
cover, due to start in May. 

The work includes the preparation and clear presentation of 
a wide variety of data for charts and tables, general 
research for journalists and fact-checking. 

A graduate with a strong economics/maths background, 
you will be numerate, highly computer literate and be 
interested in and knowledgeable about current affairs, 
particularly business, finance and economics. Your 
experience will probably have been in economic research. 
You must also be able to perform under pressure, be a good 
team worker and be willing to work flexible hours and duties. 


Please apply in writing with full CV to the Head of Research, The 
Economist Newspaper, 25 St James's Street, London SW1A 1HG. 
Closing date: Friday, April 11th 2003. 

Applicants must either be citizens of the | 


EEA or have a valid UK work permit. The 


| Economist 
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The Reval Netherlands Embassy in ZAMBIA, n cooperation with the British 
Dept. for International Development (DFID) has charged the consortium Nedworc 


LE within the framework of the bilateral development co-operation, Besides being 
responsible for recruitment, selection and contracting. the Employment House, 
through the Nedworc Foundation, also acts as the formal employer for the experts. 


In line with the Health Sector Reforms, Provincial Health Offices as part of the Central Board of 
Health have been re-established to provide supportive services to Districts and Hospitals. In order to 
support the PHOs in the Copperbelt, Luapula and Lusaka provinces three long-term (3 years) senior 
advisors are required. The duty stations for these DFID funded positions are Ndola, Mansa, and 
Lusaka respectively, 


More specifically, the Provicial Senior Health Advisors are ta: 

« provide and co-ordinate technical support and guidance to District Health Boards, Hospital 
Management Boards and Provincial staff in the implementation of the Basic Health Package, the 
development of annual plans and budgets: optimisation ofthe Health Management Information 
System; and Performance Assessments; 

+ assist the Provincial Health Director in the further development of good inter-sectoral working 
relationships at the district and provincial levels and between public and private not-for-profit 
(Churches Medical Association Zambia} health facilities; 

« identify training needs and assist in organising training for health staff at different levels of the 
districts: 

+ support and stimulate applied research & utilisation of findings by District Health Boards. 


Qualifications Required 

» MD or relevam MSc with a postgraduate degree in Public Health or other International Health 
Development related subject: 

. A minimum of 5 years of international experience at district, provincial or national level in 
developing countries; 

« Proven expertise in-, and experience with management, planning and budgeting: and training; 

+ High degree of flexibility, with strong social and communication skills; 

+ Willingness to travel extensively in the Province: 

» Computer fiterate; and good working knowledge of written and spoken English. 


Contractual Terms and Conditions: In addition to a basic salary, based on relevant working 
experience, the expert is entitled to an attractive package of benefits and allowances. 


information: Please contact Mr. Rolf HM. Posthouwer Tel: +31 (0) 20 670 1070, 
Fax: +31 (0320 664 6306. Email address: recruitmentiaiemploymenthouse.ni 


Applications: Please send your application letter with Curriculum Vitae Gn the English language) to 
Geoplan International, Riiswijkstraat 175, 1062 EV Amsterdam, 


mentioning "Employment House 
PSHA Zambia", or hy e-mail (preferred: employmentho geoplan.nl. 





The deadline for applications is 21st April Ae The starting date for ail positions 18.88 SCO AS 
possible, 








THE GLOBAL FUND 
to Fight AIDS, Tuberculosis and Malaria 





The Global Fund to Fight AIDS, 


to serve on the Technical Review Panel 


Tuberculosis and Malaria is recruiting experts 
(TRP) to review the Third Round 
Proposals. The TRP plays a crucial role in reviewing proposals for funding 
submitted to the Global Fund, Individuals with expert. technical knowledge 
and extensive experienee in one of the following areas are sought: 

* HIV/AIDS 

* Tuberculosis 

* Malaria 

* Cross cutting issues (such as institutional and governance issues, 

macro-economics in a health sector context, absorptive capacity) 


An open, transparent criteria-based selection process will be followed. Wherever 
possible, the selection. of members will also seek to achieve a significant 
proportion of members from each of the WHO regions. representation from 
publie and private sectors and civil society, including a qualified member from 
the Persons Living with AIDS community. 
of both genders is also sought. 


Approximate equal representation 


Members will be appointed to serve a term of three years and applicants must 
be available for the dates of the FRP meetings. The next meeting takes place 
on July 28th ~ August Bth 2003. Fluency in English is required as this is the 
working language of the TRP. | 


For more details and an online CV form, please visit the Global Fund website: 
www.globalfundatm.org 


A two-stage sereening process is being undertaken to appoint TRP members. 
CVs will initially be sereened by the Health Systems. Resource Centre and a 
short list of 100 will he forwarded to the Global Fund on April 24th. The 
Global Fund Sereening Committee will submit their recommendation on the 
final 25 members to the Global Fund Beard Meeting for endorsement in June. 


Applications and a CV using the CF form on the website should be sent to 
<globalfand trp(@ihad.org > to arrive no later than Tuesday 15th April. 


For applicants without access to email, | please contact the local WHO or 
UNAIDS office for assistance. "s ; 
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Foundation/Geoplan International to act as Employment House for experts working 


ur 
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United Nations Development programme (UNDP} is the 
UN's global development network, advocating for change 
and connecting countries to knowledge, experience and 
resources to help people build a better life. We are on the 
ground in 166 countries, working with them on their own 
solutions to global and national development challenges. 
As they develop local capacity, they draw on the people of 
UNDP and our wide range of pu Viet Nam 
Senior Technical Advisor 

One year full-time with possible extension, based in Ha Noi 


Under Project VIE/03/009 "Capacity Strengthening to Manage and 
Promote Trade in Services in Viet Nam in the Context of Integration" to 
strengthen capacities of the Services Sectors in Viet Nam. 


. Resident Technical Advisor 
One year full-time, based in Ha Noi. 
and 
. Legal System Development Facility Manager 
Two years fuli-time (initial one year contract), based in Ha Noi 


Under Project VIE/02/015 "Assistance for the implementation of 
Vietnam's Legal System Development Strategy to 2010" to strengthen 
: capacities of the Justice Sector in Viet Nam. 


For more information and to apply, please visit UNDP Viet Nam's web 
site at www.undp.org.vn. Closing date for applications is 10 Apri! 2003. 
We especially encourage women to apply and value geographical 
diversity in our workforce. 


\ THE INTERNATIONAL FOOD POLICY 
N RESEARCH INSTITUTE 


Á Sm 
FPRI CAREER OPPORTUNITIES 


Research Fellow/Beijing Office Coordinator, 
DSG (REF. 803-105) 


The International Food Policy Research Institute (IFPRI) seeks a qualified Research 
Fellow candidate te serve as Coordinator of the IFPRI Beijing Office located at the 
Chinese Academy of Agricultural Science (CAAS) based in Beijing. China. This is a 
two-year, fixed-term, renewable appointment. 


The successful candidate will work closely with researchers at the Institute. of 
Agricultural Economics of CAAS and IFPRI to facilitate linkages and development of 
joint research activities and strengthen capacity of this new venture. The candidate will 
also serve as a key researcher at the China and International Agricultural and Rural 
Policy Center jointly established by CAAS and IFPRI He or she will report to the 
leader of the IFPRI China Program in the newly established Development Strategy and 
Governance Division based at the headquarters of IFPRI in Washington, D.C. The 
appointment js for a two year fixed term, which may he renewed. 


REQUIRED QUALIFICATIONS: A PhD. in Economics, Public Administration or 
related area, Solid research background in food policy and agricultural policy. 
Demonstrated capability and interest in capacity building and fund-raising activities 
and the ability to work as part of an international team and interact with policymakers. 
iine work Ded of ia in cum or ed COTE b ur did and 


bibi of Ch hinese ould be an asset. 


IFPRI is one of the international research institutes organized under the umbrella of the 
Consultative Group on Imersational Agricultural Research (CGIAR). The Chinese 
Academy of Agricultural Science is the premier agricultural research institute in China, 
and the Institute of Agricultural Economies of CAAS is a leading national research 
institute in the area of rural development and agriculiural policy in China. [ts mandate 
includes research on strategies for rural development, and policy issues related to 
national food security, equity, and sustainable development, 


IFPRI is an international and equal opportunity organization and believes that diversity 
of its staff contributes to excellence. We therefore encourage women and developing 
country professionals to apply, 


APPLICATIONS: Apply immediately (deadline April 30, 2003) by emailing as attached word 
documents à detailed letter of interest summarizing the relevance of your experience to IFPRIS 
needs, curriculum vitae, along with the names of at least three references to: 
IFPRI Human Resource Services, REF. 803-105, 2033 K Street, NW, 
Washington, DC 20006, Fax: (202) 862-8187, E-mail: IFPRI-HRINTL € cgiar.org. 
For more information on IFPRI's mission and other position vacancies, 
please visit our website at www.ifpri.org. EOE. 
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The role of MRC is to co-ordinate and promote co-operation in all fields of sustainable developit ; 
ulfization, management and conservation of the water and related resources of the Mekong Basin. 


The Basin Developmen Plan (ROP) programme is working le institutionalise a participatory basin- s 
planning process that will eventuale in 4 &ountry agreement on a range of projects and programmes 
The BOP seeks to achieve a balance between socio-economic development and environmanta 


cóncems based by incorporating technical knowledge with the views ol the public, stakeholders an 


govemments for the mutual benefit of member states. MRCI is looking for an intemational personnel | 
join the MRC-BDP Team: 


Senior Development Economist 


Job summary: 


The Senior Development Economist will be responsible for economic aspects of the BOP process, : 
including the development of project ideas into project outlines, financial appraisal of project proposals... 
assessing economic implications of long term basin and sub-basin scenarios and strategies, integration «| 


of hydrological, environmental, social and economic assessment tools and models, establishing 
programme priority Criteria and monitoring & evaluation procedures for projects implemented under the 
BOP and reviewing the efficiency and cost-eectiveness of the BOP process. 


Requirement: 


Master or higher degree in. Economics, Development Studies or closely related field. At least 15 years — 
expernenoe with responsibility sssocated with the post requirements, especially project preparation, "043 
S Megration of social and environmental issues. Relevant -i 

r and pni to work and Mica in an tntan i 


economic and financial appraisal ‘ar 
experience working in the Lower M 


The position is based in Phnom Penh Wih M 
Missi can be obtained from MRE 


Applsdtion: including foit details of qualifations, expenencs and referencás, together with a passport- 
size photo and contact emal address should be forwarded to 


Mekong River Commission Secretariat 
PO. Box 1112, 364 M.V. Preah Monivong, Sangkat Phsar Doerm Thkov, 
Khan Chamkar Mon, Phnom Penh, Cambodia 


LRP AES 1 NOM 


Energy Regulatory Expert 
Kosovo 


The European Union Pillar (EU Pillar) of the United Nations Mission in Kosovo is the primary 
agent for economic change and restructuring in the Province, Within the EU Pillar the Central 
Regulatory Unit among other functions has been tasked with the formal establishment and 
development of the Energy Regulatory Office (ERO). 


The tasks of the Energy Office include the responsibility to create the necessary regulatory 
framework for electricity market liberalization and cross border trade, and also to harmonize 
if with relevant EU energy directives. 

The Advisor to the Head of Energy Regulatory Office will be responsible to support the Head 
of the office in work concerning the development of a regulatory and institutional framework 
ior the creation of an independent regulatory authority. as well ss work on policies and 
strategies for the operation of the ERO. He/she will also he tasked with the development of 
the skills of the local staff in the view of transferring the functions to the local authorities. 


The selection criteria and background for the position are: 


Relevant advanced academic qualification in the respective professional arca 
Self-starters motivated to excellence and wanting to contribute to the task of fostering 
peace and economic development 

Excellent speaking and writing ability in English. Experience of working in Central and 
Eastern Europe or in the Balkans is essential 

Prior international experience, enabling candidates to provide the knowledge frameworks 
and transitional modalities in the respective job areas 

Strong managerial and communication skills. Energetic. culturally sensitive and 
politically astute team player. Proven ability to operate independently and effectively 
with minimum support facilities 


An internationally competitive compensation package, inclusive of local living 
conditions allowance, is offered for the post. 


CV and cover deter in English are to be submitted to eupiliar-recruitment € eumik.org. 
Closing date for applications is April 6, 2003. Applicants must be nationals of a EU member 
state or CARDS (PHARE, OBNOWVA?! countries. Nationals of candidate ccamtries for accession 
to EU are also eligible. Only candidates selected for interview will be contacted. The UNMIK 
EU Pillar is an equal opportunity employer and encourages application from female candidates. 


Detailed job description and selection criteria for the vacancy are found at 
www,euinkosovo.org 





Aviation Brokerage Services 


DFID is seeking Expressions of interest from service providers interested — This service may be open for use by other Government Departments. 
in providing a high quality aviation brokerage service which would | | 
simultaneously demonstrate value for money and protection of DFIDs 
interests. The service would be on call 365 days per year on a 24 hour 
basis primarily to serve the needs of DFID to provide humanitarian responses The Expression of Interest will include a capability statement of no more 
to international crises on a global basis in a flexible and responsive than 4 A4 pages demonstrating a successful track record of competence 
manner. Within 4 hours of any request the service provider must be able — in providing aviation brokerage service in an international context. 


to provide to DFID 3 fully costed quotations and make value for money — service providers must also have been trading for a minimum of 5 years. 
recommendations as well as technical and commercial evaluations of any 


quotation. In addition the service provider will assist with the evaluation in addition we require abridged CV's of key team members. 


of problems during the life of the contracts placed, enforcing contract Applications should be addressed to David Clark, Procurement Dept, 


conditions to ensure DFID objectives are met. The service provider will ^ pip, Abercrombie House, Eaglesham Road, East Kilbride, Glasgow 
be expected to identify an adequate number of suitable sources to ensure — 575 BEA quoting reference FOL 034619. 

competition as well as providing advice and assistance on preparations | | 

of specifications. Working to eliminate global poverty and promote 


sustainable development 


it is anticipated that the contract will begin on 1 July 03 and be for 2 years ^. 
with the possibility of a further one year extension. 


Draft Terrns of Reference can be found on the DFID website at 
www.dfid. gov.uk/contracts/contracts, opportunities.asp 


4 / o E 5 ^ | Department for 
INVESTOR D PEOPLE | gn ki international 
' Wo vocor Development 


Masters in Finance or 

The Government of The Gambia has received a loan from The  ] Economics Sponsor ship 

Islamic Development Bank, Jeddah, Saudi Arabia to finance | | ' 

package 2 of the project "Rural Electrification Project" and | or mE E " . , 

intends to apply part of the fund to cover eligible payment under Applications are invited for studentships at a prominent British university 

the Contract of the “Rural Electrification Project”. Bidding is oor business school leading to a Master's degree in finance or economics. A 

open to all bidders from eligible source countries as defined in the || successful candidate, who must have been accepted for such a course, will 

Rules of Procedure of Goods and Works of the financing bank. [| have his/her fees paid and will also receive a contribution towards living 

expenses. 

The National Water and Electricity Company Ltd. (NAWEC) : 

invites sealed bids from eligible bidders for the construction of The Marjorie Deane Financial Journalism Foundation aims to promote 

package 2 comprising the foreign part of the networks in Barra - the understanding of financial markets and institutions, and in particular to 

Essau, Kerewan, Farafenni, Kaur, Basse Santo Su (MV, LV and foster excellence in financial journalism. Preference will therefore be given 

service connections), including rural 30 kV overhead lines, to applicants who can write well and who will produce a piece of research 

network erection and rehabilitation works and the detailed (probably based on their dissertation) that is suitable for publication. 

engineering, supply, installation, and commissioning of the Further information is available at www.mdfjf.org.uk 

equipment. 

Studentships are open to all, regardless of age, sex. etc 
Applications by Friday April 25th 2003 to 


Martin Giles, 
The Economist, 
15 Regent Street, London, SWIY 4LR 


member countries (other eligibility conditions are given in the 
instructions to bidders). Offers which do not fulfil such conditions 
will not be considered. 


Bidding documents (and additional copies) may be purchased 
immediately at: 


NAWEC Lahmeyer International 

10th. Street East, GE2 

FAJARA Friedberger Straße 173 PONI 
P.O.B. 609 Banjul D-61118 Bad Vilbel The 

The Gambia Germany Economist 


Tel: +220 497495 Tel: 49 6101 55-1859 


Fax: +220 496751 49 6101 55-1906 | 
Fax: 49 6101 55-1732 TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


E-Mail: gedo@lif.de Mona Von Rahden, Frankfurt Nathalie Henault, Paris 


: ; ; | Tel: (4969) 975 87212 Tet: (331) 5393 6604 
for a non-refundable fee of 800 € or its equivalent in a freely- Fax: (4969) 975 87221 Fax: (331) 5393 6605 


convertible currency. Interested bidders may obtain further Email: Email: 
information at the same addresses. monavonrahden@economistcom — nathaliehenault G economist.com 


m———————— S E iesu 
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The SCF Group, est. in 1989 provides full ranges of offshore services at what we quem are the 
. most aliia rales Currently. available by i al licensed Leite firm. 


SSE Sanit 


. EST. t 9s9 — 
LICENSED CO. 
& TRUST MANAGEMENT 





www.akcanada.com 


Pros canw cabinei Z4 hours pes day, 7 





days per ences 


Abrams & Krochak 
Karadan leraigraion Lawyers 

356 Rheem ponet, Suite AL, orent, hoarie, 5445 LET 
Tek HE A46 FRE 187 Fax. e» CH 446 RAT DOT 


PUBLISH YOUR BOOK 
ALL SUBJECTS INVITED 











Write or send your manuscript to 


ATHENA PRESS 


QUEEN'S HOUSE, 2 HOLLY ROAD, 
TWICKENHAM TWI 4EG. UK. 
E-mail: athenabook(2aol.com 


Offshore Corporations 
Banks, Trusts, Foundations 
Bank A/C s, Credit cares 










OFFSHORE COMPANIES 


* Ready made campanies 

* Full corporate administration 

* Trade services (UC, shipping) 

* Banking/Accounting services 

* China business development services 

Contact Stella Ho for immediate services 
& company brochure 


NACS LTD 


Suite 1505-6, Albion Plaza, 
2-5 Granville Road, TST, 
Kowloon, Hong Kong 
E-mait: nacsnacs.com hk 
Website: www.nacs.com bk 
Tet: (8523 2724 1223 Fax: (8521 2722 4373 








The Economist Minh parue 2003 


90-100 Sydney St. Chelsea, 


Tel + 44 (0) 20 7352 2274 
Fax: +44 (8) 20 7795 0016 










| CANADA...a world of opportunity | 











LONDO wo For immediate, friendly advice, please contact 
Helen Harper LL. B (Hons), Dip. Law, AO! Janson Lotery B.Sc (Hons) 1 
E-mail: helencoscigroup.com E-mail: jansona@scigroup. com.- 1 
Charles Baker M.A. (Hons) | 
E-mait: chartescoscfaroup.com 


London SW3 SNJ. 


AN INCREDIBLE | 
INVENTION 
| Proven to cut electricity costs by up to 40%. 
Manufacturer seeks UK and overseas 
| distributors for this top quality high iech ] 
product with amazing customer demand. f 
Tek «44 (0) 1872 223000 
Fax: +44 (031 872 264325 
For information pack 





Expert & professional advice 
at affordable prices 


| GIBRALTAR: 
Start stes 


mm KONG: | ISLE of MAN: 
| Paul Brentiock 
T +44 1624 699800 


; F. sh 1624 699801 


{UNITED KINGDOM: = 5,À.: 
‘Simon Denton | William K. Byrnes 
Tah [R20 F489 8 Gay 

E ohh 10120 TM du 






pee 
COMPANIES 


With over 25 years experience in 
facilitating offshore and international 
business, we deliver workable and cost 
effective solutions. 









e Solutions for Expatriates 
* Trading or investing internationally 


|* Protecting your wealth 





e Setting up a business overseas 


consulling com 
Contact David Stevenson 
for further information: 





T: +44 (1624) 818899 
F: +44 (1624) 811081 
E: business@ocra.com 


itius.com 


TM 


ore r ONG! wide 


www.ocra.com 





“a Economic and financial indicators 


Üverview 


Stockmarkets suffered a reversal offortune 
as the war in Iraq ran into fiercer opposition 
than expected. In the five trading days after 
the start of hostilities, markets at first rose 
on hopes of an early victory for the coalition, 
and then fell when stiff resistance emerged 
in some Iraqi cities. Over the week, America's 
Dow Jones Industrial Average fell by 0.4% 
and Britain's FTSE 100 rose by 0.795. French 
and German stockmarkets fell by 1-295, while 
Japan's Nikkei 225 rose by 3.7%. 


In yet another worrying sign for American 
consumer spending, the Conference Board 
reported that its measure of consumer confi- 
dence had fallen to its lowest level in nearly 
a decade. In March, its index fell to 62.5 from 
a revised 64.8 in February, in line with the 
forecasts of analysts who were expecting 
greater consumer pessimism in the shadow 
of war. 


Consumer prices in America rose by 0.6% in 
February, giving a 12-month increase of 
3.0%, thanks in large part to higher petrol 
prices. 


In Canada, consumer prices rose by 4.6% in 
the year to February, also owing mostly to 
higher energy prices. 


German business confidence suffered a sur- 
prising fallin March, according to the Ifo 
business-climate index. The decline, from 
88.9 in February to 88.1 in March, dashed 
the hopes of analysts who had hoped that 
Germany’s firms were rebounding from their 
slump. 


The euro area’s 12-month trade balance fell 
in January to a surplus of $95.5 billion, and 
the monthly trade balance slipped into defi- 
cit for the first time since January 2001. The 
euro area’s 12-month current account bal- 
ance shrank to $53.5 billion in January. 


The war in Iraqis worrying consumers even in 
countries that are staying out ofthe conflict. 
Consumer confidencein Italy fell in March for 
thethird timein four months. 


Britain's current-account deficit widened to 
£3.1 billion ($4.8 billion) in thefourth quar- 
ter of 2002, up from a revised £1.1 billion in 
thethird quarter. Butthe deficitforthe year, 
$15.5 billion, wasthe smallest since 1999. 
British pP growth for 2002, meanwhile, was 
raised to 1.8%, up from previous estimate of 
1.6%. 





Data on more countries, as well as currency tools, 
tables and charts for shares and indices worldwide 
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Output, demand and jobs 


% change on year ago 
































The Economist poil Industrial Retail sales Unemployment 
___ GDP R _GDP forecasts | production (volume) ^^ rate 
latest gt" — 2003 — ?004 — latest —  — latest —  — latest — yearago 
Australia — — «30 %4 +16 +31 +34  ^— +16 03 +54 04 6.0 Feb 66 
Austria +12 03 +03 +12 +20 - 1.5 Dec —  * 0.9 Dec —— 4.1 Jan — 3.9 
Belgium  — +16 Q4 +08 *13 +23 . . *33 An — -49 De — 118 Feb 10.8 - 
Britain O O —— +2,2 04 +17 +22 +27  -0 Jan +32 Feb — 5.0 Ja! 5.1 
Canada «43.9 Q4 +16 +30 +33  *5.6 Dec — *14 De —— 7.4 feb 7.9 
Denmark —— «0.9 Q4 - 0. +18 +24  -17 De +24 De 57 feb 5.0 
France — — — +17 Q4 +09 +14 +24 ^ +10 Ja — ; ~ 1.9 Dec — 9.1 Jan 8.8. 
Germany — — - £05 Q4 -01 +05 +19 - ..—.: - 0.2 Jan * 1.3 Jan 10.5 Feb 9.6. 
Italy — +10 0 +17 412 42.2 - - L5 Ja +19 Novi — 89 Oct 9.3 
Japan +28 Q4 +22 +05 +06 +74 Jan — - 2.4 Jan — — 5.5 Jan — 5.3. 
Netherlands — +0.3 04 +04 +08 — *2.2  . - 2.3 Jan  - 2.5 Dec — 46Febl* 3.7 
Spain — — *21 0 +14 +22  -29 -— * 2.5 Dec +48 Novi — 12.1 Jan 10.9 
Sweden +13 Q4 +12 +19  *25  / *37 Jan +43 Jan 45 Fei 40- 
Switzerland = « 0.8 Q4 +14 +09 +19 ^— ^ : -3.5 03 -28 De 39 Feb 2.6 
United States — « 2.9 Q4  * 1.4 — * 2.5 +35 1 * 1.8 feb — * 4.3 Jan — 5.8 Feh 5.6. 
Euro area + 1.3 04 +40.7 + ii + 2.2 + 0.7 Jan - 1.9 Dec 8.6 Jan 8.1 





*% change at an annual rate, T Not seasonally adjusted. tNew series. TTNov-Jan: claimant count rate 3.1% in Feb. SEU harmonised rate 
8.7% in Feb. **Nov-Jan, new series 








Prices and wages 
% change on year ago 
The Economist poll 

,. Consumer prices consumer prices forecast Producer prices _ Wages/earnings - 
TOUR latest yearago 2003 2004 latest — yearago latest year ago 
Australia —  — «30 6 +31 +27 $29 +16 OG -07 +39 Q4 *49 
Austria  — * 17 feb +19 +17 o +15 * 2.1 Feb — - 0.6 — * 2. Jan + 2.5. 
Belgium —  *17 Fb +26 +13 +15 +03 feb -06 +22 04 «31 
Britain — *32 fe +10 +26 +25 +16 Rb -02 436 Jn *30 
Canada — + 46 fe +15 +28 +23 +20 Jn  -11 +18 Dc *37 
Denmark — — £29 feb *25 +21 419 +17 fb ^ nil +39 06 41 
Frame —  — *26 Fb +20 +15 +14 +21 Jn -11 +35 0 439 
Germany +12 Ma +20 +10 «11 *16 feb -05 +26 Ja + 2.3 
Hay —— —  *26 Feb *23  *23 +20 +25 n -12 921 Dec +28 
Japan — — ^ - O04 Jan - 14 — -0.6 _ -05 -09 feb -26 4 OS Jn -27 
Netherlands + 2.7 feb +37 ^ —- +25 t2 +43 Jn — - 19 — * 30 Jan + 43 
Spain +38 feb «3.1 +30 +27 +26 Jan +01 +38 Q3 +36 
Sweden —  — 25 3-4 Feb € 2.8 +22 | *2.1 - 0.2 Jan  - 0.5 — * &0 Dec + 32 
Switzerland — +0.9 Feb «0.6 +07 ^ «10 ^ . | nil Feb = 15 — «25201 +13. 
United States * 3.0 Feb + 1.1. «2.2 — *19 — +3.5 feb -26 +3.2 feb + 3.5 
Euro area + 2.4 Feb + 2.5 NE * 1:6 2.0 Jam -08 +34 Q4 32 


* Revised series. 
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Money and interest rates The Economist commodity price index 
1995=100 i 
Money supply* n Interest rates % p.a. (Mar 26th 2003) u |. — "echange on 
% change on year ago 3-mth money market 2- 10-year gov't bonds Mari8th  Mar25th' one siis 
cide I TSR RIY AR M ST NER year ee.  ě corporate month year 
sect ATOW . Droad JANES  yearago govtbDonde.— latest... yesragg - bonds: gaua eceescedesee GERE LOO UE 
Australia — - 9] — «104 Jan —— 4]9 465 ^ 45] 545 641 652 bkn b X. 2 
ID MEM a IN NAME ONMECE NANGNC OGNNUC ONGMCCODANET ee HA — 164 36 
Canada +57 +37 Feb 3,15 2.25 3.84 5.20 5.80 7.09 fon at nnn 
Denmark — £87 410.4 Fb 2.683.638 ^ 28) aa 538 5468 dust | 
Japan — 213 «20 feb — 002 — 005 004 ^ 071 14  — 0835 A ni 9 
Sweden Oi 443 Dec 3.39 4.11 3.67 4.69 5.59 AB S ou D —— o m CSF E CUN 
Switzerland — «12.9  +8.7 Fb 0.33. 1470 0.62 254 —— 3.559 —— 341 a i. MEME a S SOL) 
United States « 3.8 — «6.3 feb —— 118 191 162 3.94 5.34 6.13. Merüng index 
Euroareal — «98 — 74 Jan —— 253 ^ 345 ^ 314 ^ ^ 415 ^ 516 463 All tems — fe E 
*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain Må. TGermany for bonds. SNew series. Benchmarks: US 30-year podio ! 
4.93%, Japan No.247 0.72%. Central bank rates: US fed funds 1.25%, ECB refinancing 2.50%, BOJ overnight call 0.001%, BOE repo 3.75%. Allitems — 94.7 992 LETS 713 
Sources: Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbörsen, UBS Warburg, Global Insight, Westpac, Yen index 
Thomson Datastream. Rates cannot be construed as banks’ offers. All items 96.8 96.7 242) u954 
Stockmarkets 
Market indices 
Jechangeon — — — 
2003 one record Dec 31st 2002 
Mar 26th high tow week high in local in $ 
MC "———Á—— HERPES tu UE E DR E LE Eri Sd currency terms 
Australia (AU Ordinaries) 2,858.4 3,049.6 — 2,673.3 — + 1.6 —— -169 ^ - 39 «20 - 
Austria (ATX) — — ——  L1710 1,1878 — 11202 +28 — 36 03:18 *36h 
Belgium (Bel20)  — 1719.8 50741 — 1426.6 &—^ * 0.8 — 7533 — -151 -13.6 
Britain (FTSE 100) — — — 3793.1 — 40095 3,287.0 — i cnl cr LL du. M 
Canada (Toronto Composite) 6,357.0 — 6,837.3 62286  — - 15 ^ ^ -442 ^  - 39 *31- 
Denmark (KBX) — — h— 161.6 — 1732 — 1450 — * 11 ^ -464 — - 28 -11- 
France (SBF 250) —— 1 — 1865.8 21448 16301 — ) - 16 ^  -5L5 ^  - 9.1 -75 
(ACH) — — —— 287.6 — 32103 24030 — - 18 ^  -597 ^ - 90 = 74 
Germany (DAX) — — 2,5793 31573 22030 ^ - 14 ^ -680 ^  -108 - 93 - 
Italy (B0) — — — — — 10476 11424 ^ 9594 ^ « 08 -520 -41 -24 
Japan(Nikkei225) — ^ 83519 — 8700.9 — 7,8624 + 37 —  -785 ^ - 26 - 38 - 
....0pix) — 1 8214 8654 ^ 7601 ^ -—*41 : uLL o NUN 1, E LR 
Netherlands (AEX) — — — 266.6 — 337.3 2184 ^ À- 05 920 ^ -15.4 -16.0 
Spain (Madrid SE) —  — 639.8 ^ 6838 ^ 5768 ^  - 06 -442 +09 *2J 
Sweden (AffarsvarldenGem) — 1415 — 153. —— 177.8 -08 ^ -646 -25 -17 
Switzerland (Swiss Market) — 4247.1 4,965.3 3,675.44 = 0.3 -495 ^ - &3 - BB 
United States (DJIA) — —  8,229.9 — 8,8426 7,5241 ^ - 0.4 —  -29.8 — - 1.3. - 13 — 
a ASHP 500)  — 870.0 — 9317 ^ 8007 ^ - 0.5 ^ -430  —— Lii cdd, 
oou NASDAQ Comp) 1,387.5 — 2,359.5 — 1,2715 0 - 0. — — -72.5 ^ : +32 t392. 
Europe (FTSE Eurotop 300)* 788.4 890.8 682.7 ~- 04 -53.8 a OS 
Euro area (FTSE Ebloc 100)* 655.8 757.2 5657 ^ - 0.8 -577 = 8&7 -7i 
World (MSC) — — — — 770.1 .— 8307 — 7108 +02 -468 na  - 28 
World bond market (Salomon)! 531.2 551 $18.6 +03 — -37 na 11 
*In euro terms. | Morgan Stanley Capital International index includes individual markets listed above plus eight others, indollarterms. — 
Salomon Smith Barney World Government Bond Index, total return, in $ terms. 
Trade, exchange rates and budgets 
Trade balance*, $bn Current account Exchange rate Currency units "me Budget 
latest 12 $bn The Economist poll trade-weighted] per per — per — per balance 
months latest 12 mths ? of GDP, forecast 1990-100 $ £ euro — X100 % of GDP 
Sa E e ano a 2003 2004 = Mar 26th yearago  Mar26th yearago — 4 2002 
Australia — — - 6.0 Jen — | d PAM MEL S EN oo The Bl ee 1567 , ,190 2-63 179 — 139 ^ 91 | 
Austria — — 5à5— + 0.4 Dec o * 09 Jan = 0.7 = 44 30078 1003 0.94 114 ^ 14] ^ - 078 6 
Belgium — — | * 164 Jan — — — + 12.8 Sep — «49 +50- 101.48 ^ 99.0 ..0.94 114 — 14] - 078 — nit 
Britain — 53.6 Xn — — - 155 Q4 — - 19 — -18 ^— — — 10L0 —1069 — 10.64 — 0.70 — — - 0.68 053 ^  -i4- 
Canada 
Denmark 
Fame — $— 
, Germany — — «1200 Jan — — 48.3 Jan — * L7 —  » 1.5 — 100.88 — 985 — 0.96 ^ 14 147 =- 038 
Hay —  — — 5* 82 hn —  - 88 Àn — -02 3 -01 ^ — — 7458 725 —  — 094 O 114 — 147 — - 078 O  -23- 
Japan — —  — * 93.6 Jan — —  *113. Jan +27 +29 — 1304 
Netherlands —  « 29.1 An — —  * 9.3 Oe — «31 — «32 à— à— 10073 — 979 — — 094 — 114 — 147 ^ - 078 ^ OB 
Spain 
Sweden 


MCN MEE C MEMO MM CMM M ON FM DL CMM TAREA 
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aa Emerging-market indicators 


Overview 


In February Mexico recorded its first monthly 
trade surplus since mid-1997, thanks to high 
oil prices and increasing exports. In the year 
to February, the trade deficit shrank to $6.9 
billion. 


Argentina’s economy shrank by 3.6% in the 
year to the fourth quarter, although it grew 
by 0.8% compared with the third quarter. In- 
dustrial production rose by 12.3% in the 12 
months to February, and the currencyis also 
strengthening. The Argentine peso reached 
2.96 per dollar on March 25th, its highest 
level for morethan eleven months. 


% of population 
covered by DOTS* 
control strategy 
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Economy 
7 __% change on year ago Latest 12 months, $bn - Foreign 
GDP Industrial Consumer Trade Current reserves * 
mE: production prices . balance ^ account — — $bn, latest 
China — — — : +81 Q4 o . *19.8 Feb — — 4 0.2 Feb — *23.9 Feb — «17.4 2000 269.9 Ot, 
HongKong — — * 50 4 — EI MAL, NERO - 2.0 Feb — ^ - 7.9 feb — 416.5 03 — 113.7 Feb 
Inda — —  *58 0 3. *6.4 Jn + 3.4 Jan - 7.9 Jn  *45 Q0 | 69.2 feb - 
Indonesia —  — £38 0 — +71 Dei +73 Feb —— +25.7 jam — *7.5 03 311 X 
Malaysia — — +56 Q& — — * 10 n —$*16 Fb —. +13.9 Jan — «6.6 03 —^ 34.5 Feb 
Philippines + 5.8 Q4 — — * 49 Jan ^ * 3.1 fe —  *0.7 Xn  * 09.1 Sep —— 13.1 Feb 
Singapore — — *2.7 0 —39*135 Jen — +04 fb —L +10.7 Feb — 418.7 Q& —— 83.6 reb 
South Korea — -* 68 o . t 3.6 Xn — + 3.9 Rb — — *9.3 feb — * 5.1 Feb 123.9 Feb 
Taiwan — + 42 %4 X^. *10.33 fe — 3 - 15 Feb +16.2 Feb — 425.8 Q4 —— 166.3 feb. 
Thailand + 6.1 Q4 413.0 Jan + 1.9 feb * 46 Jan + 8.0 Jan 38.9 Jan 
Argentina — — — -3.6 o 412.3" feb — 4361 Feb —. wis9 wn +70 G 95 wn 
Brazil O £34 u — *28 Xn — 159 feb — «15.0 feb — - 55 Fe — 38.6 dan 
Chile — 5 0 $3.2 0 +28 Xx € 3B feb —— $23 feb 08 wm 105 fe 
Colombia — — +20 M onc roo Dx . t e LIOS ous nil De — - 15 03 109 feb 
Mexico — 1 419 9 — | +0,3 Jn + 5.5 feb — 3-69 Fb 0-165 0i 315 ^ 
Peru + 4.6 Jn 4.0 Xn — 28 tb — +03 Xn — -11 0 ^ 93 e 
Venezuela -16.7 ü -64.8 Dec 438.7 Feb 413.9 04 +765 Œ 8.6 Dec 
Egypt — 1. * 3.1 20]. * 4.2 zoo} + 3.0 dec —— — -78 Dec -*01 m 2132 Dec 
Israet t13 0 o t13 be +51 feo NS -553 Fe -21 04 23.4 Fb 
South Africa +30 Q4 —  * 15 Jan 492.5 feb —  * 29 Jn +03 à —0. 56 An 
Turkey +79 Q3 +13.2 Jan +27.0 Feb -15.7 Dec - 1.3 Dec 29,2 Jan 
Czech Republic + 15 a4 ——— t64 us 2 004 nb. o oso Bb oo OT NM. 
Hungary — —— PAX oiv bm 2 d ee mn. er a LL e. 
Poland — — tei m A LUNES NEL NER 10.3 Jm  - 65 dn — 307 rb 
Russia +43 B + 6.5 feb +14.8 Feb +48.2 Jan +303 03. 49.3 feb 
*Excluding gold, except Singapore: IMF definition. Wear ending June. New series. 
Financial markets 
| Currency units Interest rates — Stockmarkets * change on 
B per $ perf short-term Mar 26th B Dec31st2002 — 
Mar26th yearago “Mar 26th % p.a. one in local in $ 
week currency terms 
China ^ 828 8.28 13.0 na 1,523.0 - 0.9 O13. 4 73 
Hong Kong 7.80 7.80 123 137 o (iii... —12.. « 29 = 69 
Ru ceder nae CES | paeem poen B ee m cart ak EU 
Indonesia 8.915 9,892 14030 12.12 . 4010 +40 - 56 ~ 5.3 
Malaysia — 380 —— 3.80 ——— 598 340 £46330 +08  - 21 = 21 
Philippines — 537 511 845 — — 844  — 10279 +07 | + 09 + 04 
Singapore 177 183 278 4069 132550. +3. = L2. 5.31 
South Korea 1,244. 1,321 1,958 4J6  ! 554.8 42.4 = 116  -157 
nu c eee i MER T M p eee luo ene po eee e o 
nod eee ME Y RD C MN. ema rM T NM v T E 
Argentina 2.90 2.30 4.56 8.40 568.4 +0.7 + 83 + 25,9 
A ee an ee M T v Ce Mi 
IM ee SCENE: MULT OF DEAE ONERE SE RUE ae 
Colombia 2,960 2,282 — 4657 775 165069 ^  -06 = 01  - $2 























*Emerging Mkts Free, t.e, Morgan Chase's Emerging Mkts Bond Index Plus. t In $ terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; J.P. Mor- 
gan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL: EFG-Hermes; Bank Leumi Le-IsraeU Standard Bank 
Group; Akbank; Deutsche Bank. 
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Novartis 
Innovative savings 


Pharmaceutical firms tend to be categorised as 


innovative or generic, Innovative drugs have 
undeniable benefits: research ar Columbia 


University indicates that 40% of life expectancy 


increases between. 1986 and 2000 were due ro 
drugs launched during thar period. But, citing 


their higher up-front cost, health-care authori- 


ties in Hungary and other Central and East 
European (CEE? countries have limited reim- 
bursement ~ and thereby the use ~ of new drugs. 


However, according to Andre Brazay, boss of 
Novartis Hungary, both sorts of drugs have their 
of a portfolio of innova- 


role. “Reimbursement 


tive and generic drugs in which savings from 
generics are allocated toward innovatives is opri- 
mal," he says, also noting thar at 4.2% of GDP, 


state health-care spending in Hungary is only 

half the EU average and should be increased, 
Unique among big pharma in CEE, Novartis 

offers hath Innovative and 


Brazav the 


generic drugs. Mr 
breakth 
Glivec, as well as its range of 
Slave: 


pots to firm's rougi 
leukaemia drug, 
generies, bolstered by its acquisition of 
nia's Lek in 2002, as strengths. 

in Hungary, Novartis’ wide range of activi- 
ties reflects. its longstanding presence in the 
country, where it licensed production prior to 
1989 and still outsources manufacturing to local 
firms Human and Meditop. 

"Prescription-free products, which save costs 
in im 


notes Mr Brazay. 


via responsible self-medication, are por- 
tant part of our business,” 

In addition to including Hungary in world: 
wide clinical trials, Novartis made Budapest its 
global centre of excellence for transplant health 
the cost-benefit 


And Novartis is keen to share its 


economics, analvsis of. organ 
transplants, 
health economics. expertise with health-care 
authorities to assist in budget optimisation, 
"From manufacturing to research, rhe quali- 
ty in Hungary and CEE is world-class," says Mr 
Brazay, “We aim to enhance our leadership 
through mutually-beneficial partnership. with 


patients and health-care providers." 


AstraZeneca 
Clinical co-operation 


In an effort to make new drugs available to 


patients more quick! 


y and to control spiralling 


drug development costs, which now average 


$800m, AstraZeneca has continued to increase 
its chnical research in CEE since 1991. 


“Although just a fraction of our sales are in the 
region, 
data here; 
Terhaerdt, clinical director for CEE. 

The firm invested $6m ro establish 


we generate over 16% of our clinical 


weet Aa Coc a EA Lu PC € luu kivíb ael 
second only to the US," savs Eric 
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gary's largest tor phase (wo and three 


CCBUTC 


ipre-registration) clinical research. The centre 
also co-ordinates studies is Bulgaria, the Czech 
Republic, Poland, jn Russia and Slova- 


d : MM 
Ria, Where over iMi of ips cimi overs | investigate 


new drugs for cancer, proba r CNS, gas- 


tro-intestinal and 


respiratory diseases, repre 
senting d innual investment of abour S20m., 


"Mee 


FOSC; arch rae a 


CEE 


s E rae: is ER NES E : SS anit 
and the eee uals available to work 


choose given. dts high-quality 


with us Perhaerdt, adding that col- 


ment 


i exphai ts Mr 


abeam between patient, doctor, govern 


and industry is excellent "Poor quality research is 


exper nsive irrespective of up-front cast,” he says. 


activity is part of worldwide 
and 


US, 


tits results as 


research DuC ice concurrently. in ~ 


according to the norms of ~ rhe EU 


en Gat ae 
whose regulatory authorities accept 
i 


part of global drug registration. Local patients 


I 


i i. ; 
the technology and 


medical 


benefit. from drug 


additional attention. Reimbursement 
for participaron in clinical research helps CEE's 
under-funded health-care system while doctors 
and hospitals value access to the fatest therapies. 
involvement in leadingeedge science and licera- 
il as exposure in international scien- 


: publ 


Pure, as We 


ufe journals when results are ished, 
"Hungary is one o n rhe most advanced of the 
EU accession countries and the expertise and 
clinical experience of its physicians and those in 
the region is the basis for the location of our 
AstraZeneca CEO Sir 


regional contre, 


lom McKillop. 
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Diagon 


Spurting growth 


While producing reagents in a Hungarian lab in 
1989, pharmacist Zoltan Besse noticed the large 
fees charged for blood tests, an observation he 
shared with Jozsef Kern. In the spirit of the times, 
Dr Kern, a chemist and veteran of the Hungarian 


ye 


Academy of Sciences, decided to "go private 
With. $200 and 


irm lacer 


ithe 
moved to a garage before occupying 


launched. Diagon, now 


a table for p roduction 


- ! 
its current f facility) nce 
1 


of the world 


one P. 1 ading producers of generic 
B 5 
PME 
chemical solutions 


market 


hacematologival reagents — 


blood analysis ~ with a 6-7 
share and sales of $13m in 2002. 


used in | 


"Diagon offers the largest range of reagents, 


which are useable in blood analysers of all man- 


ufacturers" says R&D director Dr Besse. To 
keep up with increasingly 
sers, the [SO- 
of its sales in RAD. 


As reagen 


sophisticated (is 
and CF-certified firm invests 109 

Yo Water, they must 
Sa the firm 


ts consist af 90' 


a FEES em Era s "n ats m 
be produced. near thcir markets, 


began exporting within Europe, s 


trom Hungary and accounts for half of sales. 


F i a f : "Aes boroef x 
Alanufacrunng sires were then established in 


Indonesia and Brazil to access rhe fast- -growmg 


Latin America, 


which 


markets of Asia/Pacific and 
produce 
reagents from concentrate, were ser up in China 
ie East and 


ypt to serve Africa, 


respectively, Packaging. plants, 
and fran to serve Asia and the Midd 
one is planned for Egy 


Sales 


coun tries, exvludi ng 


are banaka l by distributors in over 30 


Hungary, where Diagon is 


itself a distributor for lab instrument makers 
Beckman, Oxoid and Macherev Nagel as well as its 
own reagents, In addition to geographic expansion, 
Diagon plans to enter related lab diagnostics ficlds, 
leveraging its production and marketing resources, 

"Prior to 1989 industrious Hungarians had 
says Dr Kern, 


who have a chance should take tr. 


no opportunities," "Now people 
" Good advice, 


so long as takers stay out of the red. 


Meditech 
Hypertension revealed 


pressure, often associated with 
of heart artack 
and stroke, some of the world’s biggest killers. 


Elevated. blood 


diabetes, is a leading indicator 


While easily measured in a clinical setting, such 
à cardiovascular snapshot neither reflects vari- 
ability influenced by an individual's physical and 
emotional state nor the effect of treatment. 
Thus, the ability to monitor a patient. during 
daily 
improves diagnosis and blood pressure control. 

Meditech, founded in Budapest in 1990, has 


activities and over longer periods of timc 


rolled out a line of increasingly sophisticated 

lood pressure monitors (ABPM 
and related products, all of which are worn by 
nonally validate 
PM has recently 
Ireland in the face of strong EU- 


ambulatory b 
the patient, Interna d, the firm's 
Walkman-sized AB 
iic tender in 1 


won a pub- 


based competition. Meditech produces Holter 
ECG recorders and integrated ABPM and ECG 
models, such as its new cardi Xplore, which also 
records body position and activity, 

Data recorded by rhese devices is transmitted 
to a personal onpi ter for analysis using Medi- 
tech's recently-developed Cardio Visions software. 
Some models are also capable of remore data 


transmission via modem or mobile phone. In co- 
operation with academic institures, Meditech has 
recently started a research project to incorporate 
web and wireless NAE capabilities. 

directly, had 


.iàm in 2002, with 61% in Europe (16% 


The firm, which employs. 25 
sales of €1 
in Hungary) and the balance in Russia and the 
CIS, Asia, Canada and Latin Medi- 
tech's Istvan Szollosi says growth is accelerating 
the US market 


America. 
and the firm plans to enter given 
the decision last vear of health-care authorities 
there to make ABPM devices reimbursable. 

“We are flexible and committed to quality, refi- 
ability and innovation,” says Dr Szóllósi, noting 
that the firm was the first in its sector in Hungary 
to achieve the full range of ISO and CE certifica- 
tion. "Better care means improving health." 
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Europe or Australia 


Come and celebrate THAI's 43rd r ARIRE- 
anniversary with a special invitation. ~ ijj. T e 


Between March Ist and October 31 st, 
THAI is delighted to welcome you to 

the sumptuous luxury of premium class 
travel with an extraordinary offer. 

Simply buy one THAI Royal First Class 

or Royal Executive Class ticket to 

the destination of your choice* 

and receive a second ticket, for the same 
class of travel, completely free. And to 
make the offer truly rewarding, you'll 
earn full Royal Orchid Plus miles on both 
tickets. Treat yourself and a friend or colleague 
to the trip of a lifetime, with THAI. 
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ind between Bangkok - Japan / India / Kathmandu / Los Angeles / Yangon / Malaysia 
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People dont always see accident 


Accidents will happen, as the saying goes. Especially when people aren't concentrating. In fact, inattentiveness 
is one of the most frequent causes of mishaps, both at home and on the road. Which is why we're developing 


cars that can actually recognize obstacles independently. The car will then alert the driver to a potential hazard 


and help to avoid it. DaimlerChrysler Research is already creating intelligent technologies like this today, 


for the automobile of tomorrow. Because one day we hope there will be a new saying: ‘Accidents won't happen. 


To obtain more detailed information on the ‘Vision of Accident free Driving’ visit www.daimlerchrysler.com. 
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Cesar Pelli Architect International Finance Centre 





Leadership from the top of Asia's financial capital 


The International Finance Centre, Hong Kong’s premier address. 
Where business reaches new heights. 


Distinguished architect Cesar Pelli has created a new standard for 
a world class office building. 


At the IFC, share the same discernment as the eminent 
architect. Be connected to the world. 


(852) 3110 3433 (852) 2993 3928 


www.ifc.com.hk 
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d The world this week 





Politics 





American troops massed 
around Iraq's capital moved 
closer to Baghdad. Missiles 
and bombs struck military 
and government targets, and 
American forces attacked Re- 
publican Guard troops in de- 
fensive positions around the 
city. Heavy fighting was re- 
ported at Karbala, some 70 
miles from Baghdad and co- 
alition troops pushed across 
the Tigris river farther east. 


British and American troops 
fought street by street for 
control of key towns and cities 
in southern Iraq and along the 
extended supply line to troops 
surrounding Baghdad. British 
troops took control of territory 
around Basra but faced resis- 
tance from guerrilla units 
within Iraq’s second city. 


Four American soldiers were 
killed by a suicide bomber. 
Iraq claimed that fighters and 
suicide bombers were arriving 
steadily from surrounding 
Arab countries. The Pentagon 
apologised for the deaths of 
seven Iraqi women and chil- 
dren, shot in a vehicle that 
failed to stop at a checkpoint. 
Iraq claimed heavy civilian 
casualties; coalition fatalities 
so far number less than 80. 


Mr Hussein called for a jihad 
against coalition forces in a 
speech read out on television 
by his information minister. 
His failure to appear in person 
excited more speculation that 
he might be dead or 
wounded. 


In the north, Kurdish pesh- 
merga fighters, supported by 
American special forces, cap- 
tured the stronghold of an ex- 
tremist Islamist group which 





America has accused of hav- 
ing links with terrorism and 
al-Oaeda. 


America’s secretary of state, 
Colin Powell, visited Turkey 
to ask for more help with mili- 
tary operations in northern 
Iraq and to dissuade Turkey 


from sending troops into Kurd- 


held territory. 


A frenzy of finger-pointing 
broke out in Washington, as 
Donald Rumsfeld, America’s 
defence secretary, had to fend 
off criticism from some Amer- 
ican officers in Iraq, and arm- 
chair generals at home, for 
meddling in the army’s war 
plan for Iraq and not sending 
enough troops. Mr Rumsfeld 
retorted that General Tommy 
Franks, the commander in the 
region, had been given every- 
thing he asked for. 


SARS scare 





The number of people killed 
by SARS, a pneumonia-like vi- 
rus that has spread through- 
out the world from China, 
rose to 78. The places most af- 
fected were China, with 46 re- 
ported deaths, and Hong 
Kong, with 16. 


Bombers again struck the 
southern Philippines city of 
Davao, killing 16 people at a 
ferry terminal. Soon after- 
wards, three mosques were hit 
by bomb attacks, perhaps in 
retaliation. Last month, 22 
people died in a bomb attack 
at Davao airport. No group 
claimed responsibility for the 
attacks. 


Three Afghanistan govern- 
ment soldiers were killed in a 
clash with rebels, believed to 
be Taliban, near Spin Boldak, 
in the south-west of the coun- 
try. Afghan officials said that 





there had been increased Tali- 
ban activity since the start of 
the war in Iraq. 


Indian troops shot dead the 
deputy leader of Kashmir's 
main militant group, Hizb-ul- 
Mujahideen. 


South Korea agreed to send 
about 700 medical and other 
non-combat personnel to sup- 
port coalition forces in Iraq. 
President Roh Moo-hyun said 
South Korea's interest lay in 
maintaining close ties with 
the United States. 


Leslie Cheung, aged 46, star of 
"Farewell My Concubine" and 
other acclaimed films, jumped 
to his death from a hotel win- 
dow in Hong Kong. 


In the affirmative? 

The Supreme Court heard oral 
arguments in its two most 
contentious cases this year. 
These concern affirmative ac- 
tion, the advantage which 
most of the nation's top uni- 
versities give to aspiring Afri- 
can-American and Hispanic 
students. The court is expected 
to rule by the end of June on 
whether these preferences are 
constitutional. 


Free banking 

Brazil's Congress voted for a 
constitutional amendment 
paving the way for central- 
bank independence. President 
Luiz Inácio Lula da Silva said 
he would send all-important 
pension and tax reforms to the 
Congress this month. 


The president of Chile's cen- 
tral bank resigned, after his 
secretary was found to have 
passed information to a cor- 
rupt financial firm. 


A mudslide which enveloped 
a gold-prospecting town in 
northern Bolivia killed 17 peo- 
ple and left 200 missing. 


A Cuban carrying hand-gre- 
nades hijacked a plane on a 
domestic flight and forced the 
pilot to fly to Florida. A day 
later, several armed Cubans 
seized a Havana ferryboat 
with more than 50 passengers 
and sailed it towards the Un- 
ited States. 
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Buggins's term 

Heads of government of 
seven smaller European Un- 
ion countries jointly declared 
their opposition to proposals 
by large ones for a long-lasting 
EU presidency in place of the 
present six-monthly rotating 
one. 


For the first time, a force under 
the aegis of the zu undertook 
a peacekeeping role. The 300- 
plus troops, under the overall 
command of a German admi- 
ral, have replaced a NATO-led 
force monitoring peace in 
Macedonia. 


The body of a former Serbian 
president, Ivan Stambolic, 
who disappeared while jog- 
ging in 2000, was found near 
Belgrade. It is suspected that 
he was killed by a special po- 
lice unit answering to Serbia's 
former strongman, Slobodan 
Milosevic. 


In a state election in Lower 
Austria, the far-right Freedom 
Party took only 4% of the vote, 
a quarter of its previous share. 
The conservative People's 
Party, which at national level 
heads a coalition with the 
Freedomites, took 50%. 


Calm in Congo 

Congo's government, rebel 
groups and opposition fac- 
tions signed a pact aimed at 
ending the country's civil war, 
adopting a new constitution 
and paving the way for elec- 
tions. But continued fighting 
in eastern Congo threatened 
to undermine the deal. 





The president of Malawi, Ba- 
kili Muluzi, who had been 
seeking to change the constitu- 
tion to allow himself a third 
term in office, relented, named 
a successor, and sacked his 
cabinet. 
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Business 





Stockmarkets were jittery 
over prospects of a lengthy 
war in Iraq, as the coalition ad- 
vance into Iraq appeared to 
slow down after running into 
stiffer opposition than many 
had expected. News that an 
assault on Baghdad had be- 
gun then caused markets to 
rally and the oil price to fall. 


Air turbulence 

American Airlines avoided 
the immediate prospect of 
Chapter 11 bankruptcy protec- 
tion by agreeing a tentative 
wage-cut with unions. The 
world’s biggest carrier, suffer- 
ing the effects of a gloomy 
economy, compounded by 
the impact of war in Iraq, will 
cut its wage bill for pilots, 
flight attendants and mechan- 
ics by $1.8 billion a year. Its 
shares rose sharply. 


us Airways added to the 
(muted) cheer. America's sev- 
enth-largest airline emerged 
from Chapter 11 bankruptcy 
after over seven months. It 
slashed costs, capacity and 
jobs, saying it was “drowning 
but closer to the surface”. 


KLM Royal Dutch was more 
troubled. It will make heavy 
job cuts, after announcing 
cost-cutting measures to coun- 
ter the precarious state of the 
world economy and the twin 
setbacks of the Iraq conflict 
and the outbreak of the sARS 
epidemic in East Asia. 


Shares in Japan Airlines Sys- 
tem and All Nippon Air- 

. Ways, the country's two 
= biggest airlines, were hit as 
travellers cancelled flights for 
— fear of the sars virus. Singa- 
pore Airlines shaved capacity 
by 4%. 


Air Canada succumbed to the 
ills of the airline industry and 
filed for bankruptcy protec- 
tion after it had failed to agree 
on a programme of cost cuts 
with key unions. 


In your debt 

The rMr's planned sovereign- 
debt restructuring mecha- 
nism—dubbed a “sovereign 
Chapter 11”—looks set for the 
scrap-heap after America pre- 
pared to block the proposal. 
The SDRM would have al- 
lowed countries in economic 
turmoil to suspend debt re- 
payments; America prefers a 
system of "collective action" 
clauses attached to sovereign 
bonds to make it easier to 
reach agreement with private 
creditors in the event of 
default. 


Trade negotiators missed a 
deadline for agreeing to cuts in 
agricultural tariffs and subsi- 
dies, threatening progress in 
the Doha round of trade talks. 


Unfraternal Liberty 

Liberty Media accompanied 
its interest in Vivendi Univer- 
sal's American cable assets 
with a lawsuit alleging that 
the French media firm had 
been less than forthcoming 
about its financial health. The 
American media giant got a 
big tranche of Vivendi's shares 


WE ARE DOING 


in December 2001 for its stake 
in USA Networks; the shares 
subsequently tanked. 


AOL Time Warner faces a fur- 
ther restatement of advertis- 
ing revenues at its America 
Online division, after a restate- 
ment of $190m last year, ac- 
cording to regulators probing 
the media giant. The continu- 
ing investigation could ham- 
per an offering of the 
company's cable-Tv assets, 
delaying a reduction in its bur- 
geoning debt pile. 


The Italian telephone-direc- 
tory business of Seat Pagine 
Gialle was the target for three 
consortiums comprising some 
of the world’s leading private- 
equity firms. At a price of 
around €4.5 billion ($4.9 bil- 
lion), it would be Europe’s big- 
gest leveraged buy-out. 


Blackstone, a big American 
private-equity group, took on 
David Verey as a senior ad- 
viser to beef up its European 
operations. Mr Verey left the 
role of deputy chairman of 
Cazenove, an upper-crust Brit- 
ish broker, last year. 


. SBC Communications admit- 


ted defeat in its attempt to 
snatch Direcrv, an American 
satellite-Tv company, from 
under the nose of Rupert Mur- 


doch. The American telecoms 
firm failed to reach an agree- 
ment with General Motors, 
Directv’s owner, allowing 
Mr Murdoch's News Corpa 
clear run at the Ameri 
broadcaster. 





Corus off tune 2 
Corus was said to be in talks 
with LNM, owned by 
Lakshmi Mittal, a controver- 
sial Indian steel magnate, that - 
could see the rusting Anglo © => 
Dutch firm sell some prime as- -> 
sets. The news coincided with .- 
details of a new bonus 

scheme that would reward top - 
managers for meeting "per- 

sonal goals" rather than just 
(non-existent) profits. 






Rumours of a takeover 
boosted shares of Alstom by 
20%, but the mystery bid, 
which arrived on April 1st, 
was dismissed. Its "serious- 
ness appeared doubtful” said 
the beleaguered French engi- 
neering group. 


Lloyd's of London made a 
profit for the first time in six 
years. The world's oldest (and 
biggest) insurance market 
made £834m ($1.3 billion) in 
2002, after losing £3.1billion 
the year before. 

Other economic data and news 
can be found on pages 96-98 








EGYPT 


Be patient 





ITALY 


What exactly do you mean? 


GREECE 
That s just perfect 


Never underestimate the importance of local knowledge. 


To truly understand a country and its culture, 
you have to be part of it. 

That's why, at HSBC, we have local banks 
in more countries than anyone else. And all 
of our offices around the world are staffed by 
local people. 

It's their insight that allows us to recognise 
financial opportunities invisible to outsiders. 

But those opportunities don't just benefit our 
local customers. 

Innovations and ideas are shared throughout 
the HSBC network, so that everyone who banks 
with us can benefit. 

Think of it as local knowledge that just happens 
to span the globe. 


HSBC €X> 


The world’s local bank 





Issued by HSBC Holdings plc 


Leaders 


The Economist / 





At the gates of Baghdad 


Even a very polite victory over a reviled dictator will end up humiliating the Arabs 


N THE second week, the cry 
| from the armchair generals 
eee wasthat the war was failing be- 
mx | A ' cause the plan was wrong. As it 
=" entereditsthird,the cry from the 
|. armchair historians has been 
that the Anglo-American inva- 
sion of Iraq is lighting a fuse that 
will ignite Arab nationalism and blow up the Middle East. 
Both lines of criticism are wildly exaggerated, and may soon 
turn out to be completely wrong. But they are connected. A 
fast war—and this looks increasingly like being a fast war—will 
cause much less grief to the Arabs than a prolonged one. 

This war is unpopular with Muslims almost everywhere. If 
Saddam Hussein really could suck the Americans and British 
into the Vietnam-like “quagmire” his spokesmen have prom- 
ised, this would undoubtedly poison America’s and Britain’s 
relations with both the Arabs and the wider Islamic world. 
The suicide-bombing at an American checkpoint on March 
29th, followed by the shooting by Americans of civilians at an- 
other checkpoint, provoked comparisons with the quagmire 
Israel has sunk into in the occupied Palestinian territories. The 
stream of fatwas declaring holy war against the invaders, and 
the trickle of Arab volunteers entering Iraq to fight the Ameri- 
cans, have provoked comparisons with the Soviet invasion of 
Afghanistan, which radicalised a generation of Islamists, in- 
cluding Osama bin Laden. The defect of these comparisons is 





that Iraq is nothing like Vietnam, not much like Palestine or Af- 


ghanistan, and, on present evidence, no quagmire. 


A little light number-crunching 
In Vietnam the Americans fought for ten years. The Soviet 
army spent ten years in Afghanistan. This war entered its third 
week with the Americans battering through Iraq's Republican 
Guard divisions to the gates of Baghdad. At this rate, it will bea 
surprise if the Americans have to fight for ten weeks, let alone 
ten years. Israel’s occupation of the West Bank and Gaza has 
lasted for 36 years. If America has its way, its occupation of 
Iraq is more likely to last for fewer than 36 months. And there is 
no reason why America should not have its way: unlike Israel 
and the Palestinians, America and Iraq have no territorial 
quarrel. America’s stated aim is to remove the regime and its 
mass-killing weapons, allow the Iraqis to replace their dic- 
tatorship with a representative government, and then depart. 
By sticking to this plan and remembering to go home, the 
Americans should be able to reduce the damage their victory 
does to wider Arab pride. They and the British are already go- 
ing to unusual lengths to bring some delicacy, even political 
correctness, to the battlefield. There is no tactless raising of the 
Stars and Stripes or the Union Jack over captured Iraqi posi- 
tions. The civilian casualties, which even the Iraqis put at un- 
der 1,000, have so far been negligible by the standards of war. 
When the war is over, especially if its ending emboldens 
Iraqis to say out loud that they abhorred the previous regime, 
Iraq will make an improbable Afghanistan. The Arabs who 
flocked to fightin Afghanistan had a superpower (America) on 


their side and a base (Pakistan) to fight from. They also had an 
idea: they were fighting for Islam against communist atheists. 
None of this applies in Iraq. Iran and Syria, already on George 
Bush’s watch list, have good reasons not to pick a fight with 
America. Iraq's other neighbours—Jordan, Turkey, Saudi Ara- 
bia and Kuwait—are already America's friends. Some of these 
governments will no doubt seek spheres of influence inside 
the new Iraq. This is a danger. But none will risk making itself 
the base for an anti-American guerrilla war. However much 
they disapprove of this war, most Arab governments will stay 
on side. And those that do not stay on side will stay in line. 


Devoid of heroes, and short of ideas 

The governments may stay in line. But what about the people? 
Here too the danger of an Arab explosion is greatly exagger- 
ated. There has been much loose talk in recent weeks about 
the possibility of the Iraqi war reviving the spirit of pan-Arab 
nationalism. But this idea of uniting the Arabs in a single pol- 
ity expired along time ago. In an irony, it was Mr Hussein who 
administered its death blow, when in 1990 he invoked the 
broader Arab interest as a reason to invade Kuwait, and so 
forced many other frightened Arab states to take America’s 
side against him. Today’s Arab world possesses no leader with 
the charisma of a Nasser, who in the 1950s and 1960s seemed 
capable of reaching across borders to electrify the masses. Mr 
Hussein might—just—have been capable of achieving a simi- 
lar status if he had prevailed against America in the Gulf war, 
or if by some miracle he were to prevail now. But if he is de- 
feated and disappears, his influence will flicker out. 

If secular nationalism has failed the Arabs, will they turn to 
violent Islamism instead? It is unlikely. Over the past 20 years, 
Arabs have watched the Islamic revolution in Iran, which once 
hoped to export revolution to the Arabs as well, fail in war 
against Iraq and then fail in economics too. In countries where 
radical Islam turned violent, such as Egypt and Algeria in the 
1990s, it has succeeded mainly in scaring the middle classes 
and secular intellectuals, who might otherwise have pushed 
for political reform, into accepting ruthless state repression. A 
few pious and violent hearts, offended by the spectacle of infi- 
del intrusion, will no doubt respond to the Iraqi war by taking 
up arms alongside al-Qaeda. But though some Arabs admired 
the attack on the twin towers, most know that religious war 
against the West is no answer to their difficulties. The chances 
of Iraq igniting such a war is slim. 

All this is reassuring. But itis reassuring only up to a point. It 
means that the Arabs have no dangerous answer to their pro- 
blems, but it does not mean that they have no dangerous pro- 
blems. On the contrary: to the problems of authoritarian gov- 
ernments, rising populations and failing economies, a 
successful American war in Iraq is liable to add a new dose of 
bitter humiliation. The glee with which so many Arabs have 
woven a myth of David-beats-Goliath resistance around 
Iraq's early performance in this war points to the danger of 
dreadful let-down when the reality of the regime's reverses 
sinks in. Even a short war in which the coalition bends over 
backwards to show that it is fighting the Iraqi regime and not » 
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> the Iraqi nation will leave a bruise on Arab sensibilities. In 
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they are acting in their own vital interest and that of the wider 


1967, six days of war was time enough for Israel to humiliate a 
generation of Arabs. Lately, anew generation has fumed help- 
lessly as Israel knocks the stuffing out of the Palestinian inti- 
fada. Now Arabs are having to fume helplessly while Israel's 
superpower patron knocks the stuffing out of the one Arab 
state that had set its heart on becoming a superpower itself. To 
judge by the rage in Cairo, Damascus and other capitals, it is 
more than many Arabs can bear. 

Humiliation is a dangerous thing. What is worse is that 
there is not much the western powers can do to soothe the 
wounds. In Iraq, America and Britain believe correctly that 


world by separating Mr Hussein from his mass-killing weap- 
ons. They can try harder to bring peace to Palestine—indeed, to 
create a Palestine—but this will be possible only if the Palestin- 
ians and other Arabs stop hoping that they can reverse what 
many still see as the humiliation of Israel’s creation. They can 
try to create the conditions in which a post-Saddam Iraq can 
become an exemplary democracy. But what if Iraq cannotrise 
to the occasion? Ultimately, it is for the Arabs themselves to 
opt for the modernity and democracy that have eluded them. 
All this war can do isto make that possible. It cannot guarantee 
thatitwill happen. m 





Affirmative action 


End it, don't mend it 


The time for affirmative action has passed 


"s HE latest struggle in Amer- 
ica's two decades of anguish 
MAY over racial preferences is grind- 
BK ing towards a possible conclu- 
. sion. The Supreme Court this 
week heard the most significant 
race-discrimination case for a 
generation (see page 37). Emo- 
tions are running high on both sides of the debate. Despite 
this, the court should not merely tinker with the concept of af- 
firmative action, asit has done in the past. It should boldly rule 
out the use of race as a factor in university admissions, setting 
aside an outdated idea which is now doing America more 
harm than good. 

In 1997, three white students with good marks were denied 
places at the University of Michigan, one at its law school. All 
three sued the university for discrimination, arguing that aca- 
demically less-qualified black and Hispanic students were ad- 
mitted instead. In deciding their cases, the Supreme Court's 
nine justices will rule whether universities, public or private, 
may continue to discriminate on the basis of race. Twenty-five 
years ago, the court forbade the use of explicit racial quotas 
but offered the idea that race could nevertheless be used as a 
"plus factor" in considering aspiring students. 

That logical fudge left the door open to racial preferences 
which all too often work exactly like quotas. The University of 
Michigan's programme- which weighs skin colour even more 
heavily than standardised-test scores—is merely one of the 
more extreme examples. Others use less explicit, but equally 
discriminatory, formulas. Though all of America's top univer- 
sities deny having a racial quota, this is what their policies 
amount to in all but name. 

Affirmative action's original rationale was to redress past 
racial wrongs. This made sense. America's blacks were victi- 
mised first by slavery and then a century of legal, and fre- 
quently violent, discrimination. They could not be expected to 
shed immediately the shackles of the past, and to compete 
without help for places at university and the best jobs. But af- 
firmative action was only really justified as a temporary mea- 
sure. Nearly 40 years after America's landmark civil rights act, 
the time has come to live up to the ideal of race neutrality. 

Instead, affirmative action has become a permanent fea- 






ture of American life. Now its rationale, supported not only by 
America's top universities, but also most of its large compa- 
nies and even its military, is the pursuit of “diversity”. But this 
is a poor argument for making racial discrimination a perma- 
nent evil. 

The most recent census shows the old black-white divide 
breaking down in America. A larger fraction of Americans 
than ever say they belong to more than one race. Should the 
offspring of Tiger Woods, a multiracial golfer and millionaire, 
be eligible for racial preferences? Today there are more “His- 
panics", a racial category invented in America which also 
benefits from affirmative action, than blacks. In five or six de- 
cades, whites may be a minority. Should they too then be- 
come eligible for affirmative action? 

Of course not. Defenders of racial preferences paint a bleak 
picture of a world without affirmative action. But there are 
many other ways of fostering diversity while treating each 
person as an individual rather than as a representative of a ra- 
cial group. Universities should still be free to take students' 
backgrounds into account: whether, for example, they come 
from a poor home, or have surmounted personal obstacles. 
California's universities, where racial preferences were 
bannedin the 1990s, have used such schemes to create diverse 
student bodies without using race. 


Schools, the real battleground 

It is a pity that elite universities have become the focal point 
for America's racial rancour. For this obscures the real place 
where discrimination occurs: through woefully inadequate 
education for huge numbers of poor minority students. Fixing 
this problem is less glamorous and more difficult than engi- 
neering the ethnic mix at elite colleges and law schools, but it 
would help far more people. 

The time for affirmative action has passed. A majority of 
Americans say they oppose using skin colour to allocate uni- 
versity places and jobs. Across the world, in India, Malaysia, 
South Africa, and Brazil, racial preferences have caused need- 
less strife. America's Supreme Court should send a message to 
the world that it takes seriously the words of its constitution, 
which affords *equal protection of the laws" to all its people. 
Racial preferences are an affront to this principle, the founda- 
tion stone of any decent society. m 
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Caution in the face of a new disease is justified 


IDEMICS, like wars, bring 
out strong emotions. Fear 
and anger are chief among 
sæ them, as can be seen in Hong 


ease, Severe Acute Respiratory 
Syndrome (SARS), is raging. The 
viruses that cause SARS are for- 
miðable foes. They are invisible attackers, spreading with 
alarming ease across continents, and of unknown strength. 

Since the first case was officially reported in February, SARS 
has spread to 18 countries, leaving more than 2,200 people fe- 
verish and gasping for breath, and killing 78. The disease 
seems under control in Hanoi and Singapore, but it is still ram- 
paging through Hong Kong and Guangdong province in 
China, where itis thoughtto have originated (see page 31). This 
week, the World Health Organisation (wHo) followed Amer- 
ica's State Department in advising travellers to put off *non-es- 
sential" visits to both areas until further notice. Most people 
have not waited: Hong Kong is a ghost town. Offices are shut, 
conferences cancelled, schools closed and businesses right 
across the region are reeling. 

The question is, are people overreacting? After all, only 4% 
of those laid low by sARs have died so far. Ebola fever, to take 
a contrasting example, can kill 90% of those infected. It is not, 
though, the deadliness of sars that urges caution, but its nov- 
elty. sans is not an age-old affliction like plague or cholera, 
with well-established modes of transmission and means of 
control. While public-health teams have determined quickly 
what causes SARS, how to diagnose it and how best to treat it, 
they are still unsure how it spreads and how long it will last. 

As Britain's sorry story of mad-cow disease illustrates, in 
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the face of such uncertainty, precautionary measures, how- 
ever painful, probably cost less in terms of lives, dollars and 
blame than telling people to carry on with business as usual. 
Warnings not to travel to the region, and even measures of 
quarantine on those coming from it, accordingly seem justi- 
fied for the time being. If China objects, one good response is 
that it was the failure by the Chinese authorities to inform the 
outside world thatthey had an unusual disease on their hands 
that robbed researchers of vital time to work out what was go- 
ing on. The earliest cases of sans emerged in Guangdong in 
November, but the wHo first heard about the disease in Feb- 
ruary—and even then through unofficial channels. 

Political machinations, combined with a culture of secrecy, 
mean that China has a bad record in coming clean about dis- 
ease, as its emerging AIDS epidemic also shows. Although the 
Chinese government has worked out a plan with the WHO to 
detect and monitor influenza epidemics, it has not imple- 
mented it. Only this week did it belatedly agree to letin wHO 
experts. Such recalcitrance is unacceptable. If China wants to 
be taken seriously as a modernising (if poor) country, it must 
deal more openly with disease risks that could affect its part- 
ners through trade and travel. 

China may be an extreme example, but it is not entirely 
alone in being slow to detect and respond to sudden out- 
breaks of disease. America is beefing up its surveillance net- 
work to deal with the threat of bioterrorism. But most places 
where new diseases are likely to emerge are poor, lacking not 
just money but also machines and trained manpower to de- 
tect and deal with them. Aid donors who are paying for the 
fight against Arps, tuberculosis and malaria should also help 
to beef up poor countries' public-health systems for monitor- 
ing and controlling disease. Forewarned is forearmed. m 





Zimbabwe 


Bringing down Mugabe 


Zimbabweans have little option but to take to the streets 


xy r 


T IS always a bad idea to com- 
pare an adversary to Adolf 
! Hitler. The comparison never 
| rings true, and you end up 
sounding silly. But what do you 
do when the object of your dis- 
kv Ay f Y Ww approval compares himself to 
c ANE KA I Hitler, as Robert Mugabe, Zim- 
inim S president. did last week? In fact, he went further than 
that, describing himself as “Hitler tenfold”. Mr Mugabe's crit- 
ics, who probably include most of the people of Zimbabwe, 
may feel that he has stolen their thunder. 
To be clear about this, despite what he says, and despite the 
two men's similar racist rhetoric and moustaches, Mr Mugabe 
is no Führer. He may rig elections, goad his militia to torture 





dissidents and deny food aid to people suspected of support- 
ing the opposition (see page 43), but he has not yet tried sys- 
tematically to exterminate everyone he hates. 

Mr Mugabe does not resemble the Nazi leader in the way 
he would like to think he does, either. He compared himself to 
Hitler because he sees himself as a nationalist strongman 
standing up to British imperialism. He argues that all Zimba- 
bwe's problems stem from Britain's attempts to crush his re- 
gime. But the truth is that neither Britain nor any other west- 
ern power has made more than token efforts to curb Mr 
Mugabe, because he poses no threat to their vital interests. If 
the people of Zimbabwe desire a change of regime (and it is 

obvious that they do), they can expect little outside help. 

The main Zimbabwean opposition party, the Movement 
for Democratic Change (MDC), is at last waking up to this real- * 








> ity. Its leader, Morgan Tsvangirai, was so confident that he 
would win the presidential election last year that he appears 
to have drawn up no plan B. Indeed, he would have won that 
vote had Mr Mugabe not cheated on such a heroic scale. Since 
then, the MDC has floundered, one day promising protests to 
unseat the illegitimate government, the next day backing 
down for fear that Mr Mugabe will massacre protesters. 

In recent weeks, however, Mr Tsvangirai has stirred him- 
self. A general strike last month brought cities to a standstill, 
and rattled the regime enough to promptit to arrest more peo- 
ple than usual. Mr Tsvangirai gave Mr Mugabe an ultimatum. 
If, by March 31st, he did not make certain concessions, such as 
stopping the harassment of MDC supporters and the politici- 
sation of food aid, he would face “mass action”. Predictably, 
Mr Mugabe ignored the deadline. What next? 


Every option appals 

Mr Tsvangirai is pursuing a dangerous strategy. He may be 
more popular than Mr Mugabe, but the government has all 
the guns. If Mr Tsvangirai summons up big, angry crowds, Mr 
Mugabe’s men may simply shoot them. Butif he does nothing, 
the regime will stay in place, the country will continue to grow 


poorer, and legions of Zimbabweans will continue to weaken 
from hunger and succumb to the diseases of poverty. 

Outsiders could do more to help. The European Union, 
America and other western countries have slapped limp sanc- 
tions on leading members of the regime. They could increase 
the pressure by, for example, pursuing the ruling party’s busi- 
ness associates, especially those who have helped the Zimba- 
bwean army to loot Congo, where it was sent in 1998 to prop 
up another despotic regime. But a wider trade embargo is out 
of the question, as it would hurt ordinary Zimbabweans, not 
their rulers. 

South Africa's president, Thabo Mbeki, has sought to push 
Zimbabwe's opposition and ruling party into power-sharing 
talks, an approach he favours because it worked in South Af- 
rica a decade ago, and which he has urged, with some recent 
success, on warring parties in Congo. But it has failed in Zim- 
babwe because Mr Mugabe has no intention of sharing 
power. It would be helpful if his party could persuade him to 
retire. But it would be foolish to assume that it will even try. 
Foreigners should not, from a safe distance, be urging Zimba- 
bweans to risk their lives. But if they protest loudly and peace- 
fully, we should applaud. m 





Illicit drugs 
Breaking convention 


Time to think again about the rules of engagement in the war on drugs 


HATEVER illicit drugs do 
to the behaviour of those 

who consume them, their effect 
on policymakers is to destroy 
common sense. Next week, a 
big meeting in Vienna will re- 
view the progress countries 
have made towards eradicating 
or significantly reducing the use of such drugs by 2008. This 
goal has receded since it was set at a special session of the Un- 
ited Nations five years ago. Vienna will gloss over failure with 
much blether about tough new policies. But the most sensible 
policy—a review of the three UN conventions that set the 
ground rules for fighting the war on drugs—will be ignored. 

Curbing the drugs trade needs global rules. International 
agreement restricts some other trades that governments want 
to discourage—in endangered species or hazardous waste, for 
instance—although the UN does not yet tackle trade in guns or 
tobacco, two of the world's biggest killers. But the drugs con- 
ventions cover notjust trade but production, manufacture and 
even possession. They require signatories to make possession 
of drugs, including cannabis, a criminal offence (see page 72). 

Many signatories would choose such policies of their own 
volition. But a number of countries in Europe and the Com- 
monwealth, as well as some American states, would like the 
freedom to experiment with other approaches. Some think it 
ludicrous to make criminals of users of cannabis, a drug that 
(unlike tobacco and alcohol) rarely leads to fatalities. Others 
worry that the sharing of syringesis one of the main ways that 
AIDS spreads, and want to concentrate on reducing the harm 
drugs do, even if that means tolerating their use. 

Such countries can generally find legal loopholes in the 





treaties. But the loopholes stretch only so far. For example, sev- 
eral governments do not prosecute those caught possessing 
cannabis for personal use. This hands a bonanza to criminals 
who control a trade that is still illegal. Only if cannabis—and 
other drugs—can be legally produced and traded can a govern- 
ment regulate quality and outlets, and only then might reputa- 
ble companies emerge, willing to offer a safe product. 


Living with drugs 

Whatis the alternative? As David Bewley-Taylor, a British aca- 
demic at the University of Wales, Swansea, argues in the cur- 
rent issue of the International Journal of Drug Policy, scrapping 
any of the treaties is politically out of the question: too many 
countries would veto such a move. If any country backed out, 
it would attract the fury of America, which has found it conve- 
nient to repudiate other UN treaties from time to time, but 
takes a hard line on drugs. Even so, a group of like-minded 
countries might give each other courage; and the 1988 treaty 
appears to allow countries to do without criminal laws against 
drugs if their courts find such laws unconstitutional. 

Such a dissidents’ club might be accused of encouraging a 
trade that finances global terrorism. But a legal and tightly reg- 
ulated trade would actually snatch profits from terrorists and 
criminals. Nobody accuses the world’s cigarette smokers of fi- 
nancing bombers. Yet not only is tobacco a killer; cigarette 
smoking among the young is correlated with consumption of 
other drugs. The World Health Organisation (WHO) has been 
negotiating its first treaty on tobacco, due for approval by its 
members this year. But the treaty will not prohibit the cultiva- 
tion of, trade in, or possession of tobacco. Perhaps a proposal 
to add tobacco to the UN drugs conventions would help to 
bring common sense to the war on drugs. m 
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Iraq and the Shias 

SIR - You mention "profound 
sectarian divisions" in Iraq 
and raise the question of 
whether the people of that 
country have a common iden- 
tity “What kind of victory?", 
March 22nd). In fact, the po- 
tential for sectarian secession- 
ism, particularly by the Shias, 
is often exaggerated. All the 
main Shia opposition groups 
support the continuance of a 
unified Iraqi state. 

Despite the fact that Sad- 
dam Hussein's abuses were 
often directed at specific eth- 
nic or religious groups, the ex- 
pected backlash is more likely 
to be directed at members of 
the regime, and those associ- 
ated with it. This was certainly 
the case during the Shia upris- 
ing in 1991, when revenge at- 
tacks were not targeted on 
sectarian grounds but encom- 
passed Sunni and Shia collab- 
orators alike. 

The main risk of sectarian 
division comes from foreign 
states sponsoring particular 
armed groups or the crude 
power-sharing proposals cur- 
rently being considered by 
America, which threaten to 
entrench ethnic or religious 
differences. The most impor- 
tant post-conflict step towards 
the further development of a 
common national identity 
would be the instigation of a 
constitution-drafting process 
that involved all Iraq's differ- 
ent communities. For the 
Kurds, crucially, that would 
hold out the promise not just 
of retaining real autonomy 
but also gaining fair participa- 
tion in national government. 
MARK LATTIMER 
Director 
Minority Rights Group 
International 
London 


SIR - When will you guys ad- 
mit you are wrong? Your cov- 
erage of Iraq is disappointing, 
shallow and worst of all, inac- 
curate. You predicted Ger- 
many would look foolish 
when France capitulated. You 
were wrong. You predicted 
that America would be vindi- 
cated after American intelli- 
gence guided inspectors to 
sites of weapons of mass de- 


struction. You predicted the 
Shias would rise up to wel- 
come the invaders as "libera- 
tors". Wrong yet again. You 
say the military campaign is 
doing well. Yet this war is a 
complete fiasco. 

The reputation of America 
is being destroyed as al-Ja- 
zeera beams the carnage of 
Baghdad around the world. 
Hatred of America and the 


risk of terrorism grows daily. - 


Iran and North Korea rush to 
build the nuclear weapons 
that will give them security. 


- Friendly regimes around the 


Middle East brace themselves 
against public outrage. Co- 
alition soldiers are welcomed 
with bullets instead of flow- 
ers. And to what end? A long 
and bloody occupation under 
Jay Garner, an American-ap- 
pointed dictator whose strong 
support of Israel will surely 
render him ineffective as a 
leader to rebuild this nation? 
SIMON STUART 

Morristown, New Jersey 


SIR - I watch the many war 
protesters on television and 
wonder whether they are 
really against a war or, more 
likely, are anti-American. 
Where were they when 
NATO,under American lead- 
ership, bombed Serbia into 
submission? What makes Sad- 
dam so different from Slob- 
odan Milosevic? I see 
consistency from America; I 
see people closing their eyes 
to French, German and Rus- 
sian business interests in Iraq. 
ERIK AASTERUD 

São Paulo 


Friends in high places 


SIR - Your uncritical cheer- 
leading for the Bush adminis- 
tration goes too far in 
suggesting that there is no 
relationship between Dick 
Cheney's role as America's 
vice-president and contracts 
won by Halliburton (“Che- 
ney’s cronies?”, March 22nd). 
What better lobbyist for gov- 
ernment business could a cor- 
poration wish for than the 
vice-president himself? 

In the same issue you point 
out that Jean-Luc Lagardére 
and Gianni Agnelli used “a 





valuable talent anywhere 

... dynastic ties and political 
connections to control and de- 
velop their empires” (Face 
value, March 22nd). Is it just 
perfidious Europeans who 
stoop to such influence? 

KEITH ASHFIELD 

Arroyo Hondo, New Mexico 


Tax and defend 


SIR ~ You overlook the prim- 
ary determinant of an Ameri- 
can soldier’s domicile: state 
income taxes (“Don’t mess 
with Texas”, March 22nd). 
Texas, Florida, Washington 
and Alaska are among the few 
states that do not impose an 
individual income tax. Not 
surprisingly, many soldiers 
switch their “home states” 
upon enlistment to take ad- 
vantage of this quirk in the 
law. Those serving in the mili- 
tary who (unwisely) claim 
domicile in New York should 
seek tax advice from their fel- 
low soldiers. 

TODD HANSEN 

Brussels 


Pouring cold water 


SIR - Many governments in 
developing countries are fail- 
ing to bring water to their 
populations, particularly the 
poorest (“Bogged down", 
March 22nd). However, the 


blanket promotion of private- 


sector participation as the sol- 
ution, particularly by donors 
such as the World Bank, is 
misguided. It does not tackle 
the underlying causes of the 
problem such as lack of com- 
munity involvement, weak 
regulation, and a shortage of 
government knowledge, inter- 
est and expertise. Recent re- 
search by Tearfund and 
WaterAid shows that private- 
sector involvement is not 
working in practice, particu- 
larly for the poorest people. 
The capacity of the public 
sector must be addressed, not 
ignored in favour of the priv- 
ate sector. Any reform of a 
public utility needs a well re- 
sourced, efficient and effective 
government to facilitate it suc- 
cessfully. Without this there 
will be, for example, little or 
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no regulation of private activi- 
ties (something that private 
companies actually want). 
Tearfund believes that a fun- 
damental rethink is needed— 
one that will mean a move 
away from the obsession with 
the private sector and towards 
people-based water services 
that are rooted in communi- 
ties and local authorities. 
JOANNE GREEN 

Tearfund 

Teddington, Middlesex 


Solitary pleasures 


SIR - I am shocked by your re- 
view of “Solitary Sex: A Cul- 
tural History of Masturbation” 
but I should not have been 
surprised (“One and only”, 
March 15th). The San Francisco 
Chronicle, a family newspa- 
per, recently published an es- 
say describing at great length 
the virtues of the solitary vice. 
I immediately wrote to the au- 
thor, a part-owner of Good Vi- 
brations, a sex shop, and 
asked why she had not writ- 
ten the article 65 years earlier, 
when I had been taught a to- 
tally different lesson in my 
school “hygiene” class. The in- 
structor informed us then that 
he could tell, just from looking 
at our eyes, if we had been 
playing with ourselves—and 
added that, as the school’s 
wrestling coach, he would 
never permit such perverts to 


| join his team. 


_ That warning devastated 
me because my greatest goal 
in life then was to participate 
in this manly sport. And judg- 
ing from your other book re- 
view on the importance of 
luck in American life, who 
knows how far I could have 
gone if I had not been black- 
balled from the team (“How 
they made their luck", March 
15th)? After all, the present 
speaker of the House of Repre- 
sentatives is a former college- 
wrestling star. 

WILLIAM BURKE 
San Francisco WB 








Call into our 
Careers Store: 


| Office of the Civil Service and 26-30 Abbey St. Upr. 
dm, ^ Local Appointments Commissioners Dublin 1, Ireland 





lember of the Irish Competition Authority | 


The Irish Competition Authority is an independent statutory body with a staffing complement of 
47. The Authority enforces the provisions of the Competition Act 2002 relating to anti- 
competitive behaviour and promotes competition throughout the economy. Since 1 January 2003 
the Authority is responsibl e for Merger Control. 


The membership of the Authority comprises of a chairman (Dr. John Fingl eton) and four other 
permanent members. At present, there is a vacancy for one of the ordinary member positions. 
While a member of the Authority may be assigned to direct any division of the Authority, it is 
likely that the new member will be assigned to direct the Mergers Division. 


To fulfil the challenge of this position, candidates will have experience 
and appropriate levels of experience in one or more of the following 
areas: law, economics, public administration, consumer affairs, or 
business generally. Together with strong analytical, communication, 
relationship building and interpersonal skills, candidates will also have a 
track record of proven leadership and management skills in exercising 
sound judgement under pressure. Experience in the analysis of the effects ` 
on competition of mergers would be desirable. 














This is a key appointment to an influential body in an area of growing 
importance to business and economic life in Ireland. The Authority website at 
www.tca.ie provides detailed information on its work. The appointment = ua 
will be made by the Minister for Enterprise, Trade and Employment yy 
following a selection process conducted by the Civil Service P 
Commissioners. 


Salary: €105,714 

(different superannuation conditions will apply for existing civil and public servants) 
Closing Date: 5.30pm on Thursday 24th April, 2003 

The appointment will be for a period of five years. 


For a more detailed description of requirements, and/or to make an application see our website. 
(www.publicjobs.ie), otherwise contact Denise on 00 353 1 858 7553. 


For further information on the Competition Authority and its work see its website, www.tca.ie. 


To apply online Office main line: 
or check current job vacancies 00 353 1 8587400 


E = www.publicjobs.ie 


The Commissioners are committed to a policy of equal opportunity. 
Cuirfear fáilte roimh chomhfhreagras i nGaeilge 
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Executive Focus 














VACANCY £ ! NN OUN CEMENT 
EXECUTIVE DIRECTOR 


The Regional AIDS Training Network (RATN) was founded in 1997 as a 
project of the University of Nairobi and University of Manitoba. The goal 
of RATN is to provide through its member institutions skills-training, 
upgrading, extension services and technical assistance to health and 
allied workers in the region. Coordinated by a Secretariat based in 
Nairobi, RATN has grown into a network of twenty training institutions 
based in seven countries in the region. 


RATN has recently constituted an independent Board of Directors and 
General Council to govern its future activities. The next step is to transfer 
the day-to-day operational management from the founding universities to 
an Executive Director who will be directly accountable to the Board of 
Directors. 


This will be an internationally-hired and salaried position, requring a 
senior manager who combines a broad knowledge of current HIV/AIDS 
issues with demonstrated experience and skill in project management and 
administration, fund-raising, organisational development and strategic 
planning. 


The successful candidate's duties will include programme implemention: 
liasing and reporting to donors; strategic planning, proposal-writing and 
soliciting additional donor funding; supervision of budget-planning, 
financial reporting, | and audits: reporting to the Board of Directors and 
General Council; supervising the Management Team and Secretariat staff: 

engaging and supervising consultants and contractors; travelling in the 
region and internationally to market the Network and represent RATN at 


international conferences, seminars and workshops. 






Qualifications required | 

A University degree at Masters level or higher in health, business 
administration, education, international development or social sciences 
combined with a demonstrated knowledge of HIV/AIDS issues in the 
region. At least ten years experience, which would include some or all of 
project management in Africa, human resource management, financial 
management, experience working with NGOs, demonstrated fund-raising 
achievements, strategic planning, proposal-writing, program design and 
implementation, and monitoring/evaluation. 


Skills required include up-to-date computer literacy, writing skills, public 
speaking and presentation skills, and ^ demonstrated leadership 
capabilities. English mastery is essential, and knowledge of French or 
Portuguese would be advantageous. 


Please submit a comprehensive CV in English with a supporting cover 
letter, including the names of three referees (preferably one should be your 
current or previous employer) as well as salary expectations and 
availability. Applications should be sent by mail or email to the following 
address, and be clearly marked Application for Executive Director 
Position: 


The Chairman of the Board 

c/o The Co-Director 

Regional AIDS Training Network 
PO. Box 16035 00100 GPO 
Nairobi, Kenya 


Email: lgelmon € ratn.org 









Closing date: APRIL 30, 2003 d 


We will B issind ony: : ort-listed candidates for the interview, and 
‘will communicate oth t to short-listed candidates 
only. For more inf (and details about our 
programme, visit ou d 
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| 
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The international Energy Agency of the Organisation for Economic 
Co-operation and Development {Paris}, seeks a 


Head of the Energy Technology Collaboration Division 


Tax-free remuneration package approx. 89,000 euros p.a. + benefits 


S/he will be in charge of the Agency’s 42 International Technology. Collaboration 
Agreements, support for the Committee on Energy Research and Technology and its 
three Working Parties for Fossil Fuel, Renewable Energy and fusion and the design and 
publication of the assocíated R&D, policy, market deployment and best practice studies. 
The person will work under the supervision of the Director of the Office of Energy 
Efficiency, Technology and R&D in the Agency, 


The ideal candidate: 
* Advanced university degree in energy-related engineering or scientific field. 
* Ten to fifteen years senior-level of experience in energy technology, R&D and 
deployment management and international collaboration. 
Proven ability to analyse national and international policy issues and to prepare 
analytical papers and recommendations for action or discussion at Ministerial-level 
meetings and for publication, 
Strang analytical, managerial and communication skills. Excellent interpersonal 
skills with a proven capacity to build and manage teams and in guiding and motivate 
staff in a multicultural environment. 
Demonstrated ability to produce and supervise production of clear and concise 
drafts of technical and policy-oriented reports in English. 
Excellent English and working knowledge of french desirable. 
The OECD is an equal opportunity employer 
and encourages applications from female candidates. 
For further information on the OECD and the IEA: www.eecd.org iclick on Recruitment 
for the full vacancy notice and the online application form) and www.iea.org. 


Applications tin English or French) from nationals of OECD member countries should 
include a CV, specify the reference VAC(03}017 and be sent online by 18th April 2003. 


Please note that anly candidates selected for interview OECD (0 
: Wis 


will be contacted. 





| Call for Expression of Interest | 
| Ministry of Capacity Building | 
: i 
| | 
| | 


The Government of the Federal Democratic Republic of Ethiopia 
(GOE) has embarked on major reform programs in different sectors 
with a view to enhance the socio-economic development activities in 
the country. GOE is now looking for experienced consu iting firms / 
institutions to undertake a major study on assets and income 
registration system with the objective of establishing appropriate 

system and procedure whereby assets and income registration is | 
effected at national level by every citizen. 


The expression of interest must include a summary of company profile | 
with relevant experience in the field and availability of human power | 
including CV's of key staff to be deployed for the Assignment. lj 


The consulting firm/team of consultants must have the following 
qualifications: 
- expertise in different disciplines including Law, economics, | 


Perf Pr SSAA ERASER ANA E CIR eT eran Ne RATA 


nanara em EN ED maa n ER NET T arein a A Hh lh sol ee bri Cory pyar lpm amg Ea ERAN 


management, planning, IT, statistics and related discipline. 
- sufficient experience in comparative property regimes and assets 
management, policy and systems development | 
- must be prepared to employ appropriate research methodologies 
- must be proficient in the English language. | 


interested firms/teams should contact the Justice | System Reform | 
_ Program Office, Ministry of Capacity Building, PO. Box 1082 Addis {f 
"Ababa, Ethiopia within 30 days from the date of publication of this — 
; announcement, 





ta X person: The Director, [SRP 
Mocb-7&telecom.netet a 
251 1 56 00 19 or 251 09 22 88 i 
251 1 57 3492 








N.B. Only short listed candidates will be v invited fo subinit proposals. 
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Executive e Focus 








It is in this context that our client is seeking to re ruit the 
Chief Financial Officer. The ideal candidate will be a- 
integrated business partner able to solve cot 
problems, maximize business opportuni ties 
same time optimising costs and pe 

the organisation, d 














Chief Financial Officer 





Lausanne - Switzerland 


You should have a track record of ac 

the finance director of a major growth o 
With excellent business and strategic sens 
vision, commitment and integrity. Hands-on 





Our client is a well-known international apparel 


retail company with a network of 5,000 stores 
in 45 countries. Founded at the turn of the 19th 
century, the company currently employs over 
50,000 people in retail, wholesale and 
manufacturing operations. 





Ás part of a strategy to maximize growth 
opportunities, to encourage entrepreneurship 
and to control cost, our client is flattening its 
management structure by centralising corporate 


outstanding interpersonal skills, you are uset 
in an international business environment. You speak k 
fluent English and an additional language. | 







If your profile corresponds to these requirements, plaše 


send a detailed curriculum vitae with the reference CFO- - 


LSN to: Sibylle Rupprecht, Korn/Ferry International, 61 

rue du Rhône, 1204 Geneva/Switzerland. Alternatively - 
you may send your details by fax on -41 22 311 78 29 

or by email to geneva@kornferry.com. Consult our 


management in Lausanne, Switzerland. 





For its headquarters in Washington, D.C., the International Monetary Fund (IMF) is 






Division Chief 


homepage: www.ekornferry.com for more details. 


KORN/FERRY INTERNATIONAL 





seeking a: 


International Capital Markets Department 


The IMF is seeking a senior expenenced 
economist to head the Financial Market 
Stability Division of its International Capital 
Markets Department. 

The main responsibilities of the Financial 
Market St tability Division are: surveillance of 
the mature financial markets and the major 
international financial centers from a multilat- 

. eral perspective, and the international finer 
cial markets more broadly; identification and 
analysis (including policy implications) of 
financial systemic issues and their implica- 
tions for international financial market stability. 
The successful candidate is expected to plan, 
organize, and supervise the Division's activi- 
ties, including: (1) conc eptuali ging, drafting 
and producing the Division's contri bution - 
to the Global Financial Stability Report; (2) 
leading and/or participating in contacts with 
IMF member countries; (3) reviewing relevant 
policy and country papers; and (4) guiding and 
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supervising financial research. He or she is 
also a member of the Editorial Committee 
that oversees the Global Financial Stability 
Report produced by the ICM department. 
Qualifications: 

Applicants should have an advanced degree 
in macroeconomics, finance, or a related 
field, with a minimum of 10 years' experience 
in the field of international capital markets. 
Applicants should possess a sound knowl- 
edge of international capital markets and 
financial theory and practice, a strong opera- 
tional and public policy background in this 


: field, and outstanding analytical and conceptu- 


al skills. An excellent command of ee. 
writing and verbal communk ications skilis 
required. High level managerial a 
in supervising the work of others is expected, 
Direct capital markets experience, obtained 
in either the onvate sector or a major central 
bank, regulatory body, or international organi- 


zation, and expertise in the relevant public 
policy issues, would be highly desirable. 

A publications record would be an asset. 
Candidates from a wide variety of countries. 
are invited to apply. 

To Apply: 

Qualified candidates are invited 

to apply online through. 
the IMF's website at 
www.imf.org/ 
recruitment, by 

April 19, 2003, 
making specific 
reference to Vacancy 
Number R03374B. 





Further details about the role and function 
of the IMF are provided on its website: 


http//www.imf.org — 
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? Executive Focus 


Inter-American investment Corporation 


The Inter-American Investment Corporation, a 
multilateral development institution, is now accepting 
applications at its head office in Washington, D.C. for 
the position of: 


SPANISH 
TRANSLATOR/REVISER 


For information on the position's requirements and 
functions, as well as instructions on how to apply, 
access the employment section of the HC Website at: 
http;//www.iic.int 


Qualified candidates will be invited to take a written 
examination; those candidates with the highest scores 
will be invited to a round of interviews. External 
candidates are hired on a fixed-term contract basis. 
The IIC offers a competitive compensation package. 





fa ARCADIS sme — 
ARCADIS BMB Management Consultants, The Netherlands 


ARCADIS BMB, currently managing the South African Eastern Cape 
Education Department's IMBEWU Programme, supported by a GBP 
22 million grant from the British Government's Department for 
international Development, and which aim is to improve the quality 
of teaching and learning in Eastern Cape schools by developing an 
effective, efficient and affordable decentralised education system, 
is seeking candidates for the following challenging position: 


Chief Executive Officer: 
Departmental Policy, Planning and Research Unit 


2-year Technical Assistant contract 


The Chief Executive Officer will develop and implement the strategic 
vision and direction of the Unit, and is a high-profile player with 
a proven track record of leading policy development and trans- 
formation / change management. 


Remuneration Package: 

A competitive remuneration package in the region of EUR 75,000 
plus allowances. 

Application: 

Interested applicants should email a full CV and letter of application 
to the Europe-based Programme Manager Mr John Shotton, 
Senior Education Specialist at ARCADIS BMB c/o: Ms P.H. Rous, 
Senior Secretary HRM. Telephone No. ++ 31 (0) 26-3577224. 
Email; career.aecgarcadis.nl. Details of availability should also be 
provided. Deadline for applications: 14 April 2003. Only short-listed 
applicants. wi | be. contacted. For further ormatie i please visit 
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The international Training Centre of 
The internationa! Labour Organization, Turin (italy) 


Senior Programme Officer 


International Labour Standards & Human Rights 
One year contract - renewable 
As partof the ito, we provide training and learning opportunities for ILO constituents and partner 
organisations in social and economic development. Within this context, the Technical Programme 
designs and implements training and aE, activit m the field of International Labour 


Standards: & Human Rights. 


EU umbent. — Manages and 
His training programmes, projects 


a Advanced. university degree i in: “law, with 


spérinisaioa in (international) labour law. 


and activities in the area of international ^ 


| labour standards, in particular i in the area of — 


freedom of association and collective 
bargaining (FOA & CB} Provides 
authoritative technical advice and feedback to 
management, 


(J Implements training activities in co-operation 
with regional or administrative units at the 
Centre, the ILO, donor and government 
agencies, and partner institutions. Keeps 
on going contacts with them. 


Q Designs and tests long-distance training 
acuvities in the technical area. 


1 Undertakes planning and field missions as 
technical adviser and represents the Centre at 
technical meetings and prepares training 
related technical studies, reports or papers for 
both internal and external dissemination. 


QI Determines, organises and manages the 


a3 Extensive progressively ..  désponsible 
professional experience, of which 3 years in 
an international context, — including 
experience in the organisation, management 
and implementation of training programmes. 

id Familiarity with the ILO mandate, its 
strategic . and — operational objectives, 
especially in the area of ILS, the declaration 
on fundamental rights at work and freedom 
of association and collective bargaining. 


ad Proficiency in English and at least in a 
second official working language (French 
and/or Spanish). 

M Outstanding interpersonal skills and ability 
to handle multiple tasks. 

J Strong analytical and problem solving 
ability. 


Sd Skills in utilising computers, including word 


EE 





























related. human, financial and other resources. 
Co-ordinates the work of assigned staff and 
external collaborators. 
Please send a detailed CV, quoting reference 3/2003, by 30 April 2003 to: Human Resources 
Services, International Training Centre of the ILO, 10, Viale Maestri del Lavoro, 10127 TURIN, 
Italy - FAX n: + 390116936699 — e-mail: HRS @itcilo it 


For a detailed job-description, contractual conditions and an application form, please visit Centre's 
website: http//www.itcilo.iVenglish/bureau/turin/jobs/index. htm. 


processing, database and other software. 





CEO - AFRICA 
Opportunity International Network . 


poitin International Network is a global coalition of Éhristin-baséd. organizations 


dedicated to helping those in poverty transform their lives through the provision of micro 
enterprise financial services. Our goal is to provide a bridge between the marginalised and the 
unemployed and opportunities for enterprise and income generation. 


As part of a long term strategic plan, Opportunity International intends to expand its efforts 
in Africa. We are looking to set up and/or manage regulated deposit taking institutions with 
full bank status under the regulation local banking authorities. Our institutions will widen the 
availability of financial services to the poor in Africa to include savings and insurance 
products together with a wider variety of credit facilities. 


We are seeking to recruit a Chief Executive Officer to manage either new banking start-ups 
or the conversion process of existing institutions, and to train the local management teams to 
take on senior roles in the new institutions as they develop. Reporting to a local Board. and 
ultimately to the new Board of the Bank, the CEO will have responsibility for the planning 
and implementation of all aspects of the conversion process, including the setting up and 
management of the key functions of the institution, management of relationships with 
external stakeholders (including the Reserve Bank, other regulators, donors and investors). 
The CEO will also be responsible for the spiritual nurture and welfare of staff. 


The CEO will have the support of the Opportunity International Network's (OIN) Investment 
Services Division which is managing the licensing, capitalisation and business planning 
processes for the new institutions, and the Technical Services Division which provides 
technical support and consultancy to OIN’s Partners around the world throughout the 
conversion process. 


EXPERIENCE AND APTITUDES REQUIRED 
Applicants should have at least five years experience in a senior role in retail and/or 
microfinance banking. and commensurate qualifications 
International experience in Africa is preferred but not essential 
A commitment to the development of products for economically disadvantaged clients, 
with a particular focus on the needs of women clients since 85% of the Networks clients 
are women 
Residence in Africa or willingness to relocate to Africa for the delivery of the project is 
essential 
Candidates should be able to demonstrate that they are in sympathy with the Christian 
ethos of the organisation 


Apply to: Laura Gates, Human Sues TER NT 
Email: ri 





Fax: 630-282 47.0765 
The E Fonoi e 5th 2003 








ESCA etree FY ty ee eee RI  — eaaa ima aaa annaa Hl Aya AAV DAR LDAA NAS HOE RENMEI RAR AEE le PPPOE hei A ple nnn uae puma R A AAA AA A AA R aAA Aa Ee CAE y 


Executive Focus 





The Cities Alliance is seeking a highly-qualified 
ME 


~ 





Senior Urban Finance Specialist 


This specialist will provide intellectual leadership and engage with 


cities and financial sector partners to develop a strategy and work-pian TWO LEADING EXPERTS 


for the Cities Alliance to more systematically support municipal 


creditworthiness and fiscal sustainability as an outcome of city ONE GREAT CENTER 
development strategies. | ONE BE A UTIFUL CITY 


The Cities Alliance (www.citiesalliance.org) is a global coalition of cities 


and their development partners committed to improve the living Spring 2003 Athens GREECE 
MP . : : 3 ; SM. 


conditions of the urban poor through action in two key areas: 











1. city development strategies, which link the process by which 
local stakeholders define their vision for their city, analyze its | Corporate Valuation Aswath Damodaran 
economic prospects and establish priorities for action and | Professor of Finance, 


—————————————————M—————— IE ERE RR DET 


investments; and May 22-23, Athens, GR Leonard N. Stern School of Business, 
New York University, USA 
2. city-wide and nation-wide slum upgrading, to improve the Dr Damodaran's only open seminar in Europe this year 
living conditions of at least 100 million slum dwellers by 2020 in 


accordance with the Cities Without Slums action plan 


(Millennium Development Goal ~ Target 11). Developing Leadership 
Members of the Alliance include Governments, U.N. organizations, Through Emotional Richard E. Boyiatzis 
development banks and the world's major global organizations of local | Intelligence Professor and Chair, 
authorities, Cities Alliance resources are administered as a World Bank | June 23, Athens, GR Department of Organizational Behavior, — 
Trust Fund and Cities Alliance staff are located at the World Bank Weatherhead School of Management, 
headquarters in Washington, DC. Case Western reserve University, USA 
. Interested candidates can access a detailed job description and apply | Leading international expertiauthor discusses what this means to your organization 
ondine through the World Bank's career web site at: 
.".www.worldbank.org or by faxing a detailed curriculum vitae and www.alba.edu.gr/exed 
“cover letter to: (202) 522 3224. The closing deadline for applications is 
Friday, May 2, 2003. Contact person: Ms Fay Greva, tel (30) 210 866453 1-8, 
fax. (301 216 SG64737. email exedGalba edu gr 
Women and nationals of developing countries C ytes Al ler we NOT-FOR-PROFIT EDUCATIONAL ORGANIZATION 
are strongly encou raged to apply. Cilins Withaul Siums FOR GRADUATE STUDIES IN BUSINESS ADMINISTRATION 











INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT (IFAD) 
Via del Serafico No. 107, 00142 Rome, Italy - Fax: +39 06 5043463, E-Mail: vacancy @ifad.org 





CHIEF, INFORMATION RESOURCES CENTRE (P-3) 


DUTIES AND RESPONSIBILITIES: The purpose of the Information Resources Centre is to support IFAD's vision of becoming a leading world centre of expertise and knowledge on rural poverty and develop- 
ment. [ts mission is to provide an effective centralized documents and reference service for [FAD staff and for outside users, allowing rapid, user-friendly and efficient decentralized access to up-to-date information. 

In particular, the Chief, Information Resources Centre, is responsible for the running and management of the IFAD Library, Records Centre, historical and archival collections and official documentation of 
the IUE Bodies. The jedes in these four areas are the following: 






. Devis and ensure effective descent of information in compliance with the approved disclosure policy 

* Develop policies and guidelines for the preservation of institutional memory and library collection development (library and reference material) 

* Develop strategies for the development of historical archives 

* Establish appropriate retention periods for files originating from different divisions 

* Review, update and implement rules and procedures relating to institutional filing and internal routing of correspondence in order to comply with current business procedures througbout the organization 
* Organize and coordinate reference services for the library, records and archives 

* Identify available sources of information, continually updating links to them 

* Set xd an Information pian Centre | page mn cei $ 






M : 1 d [NC 
. Piae and monitor sonos OR -plans and. mE budgets 
* Organize the daily work assigning resources and priorities as necessary 
* Identify and implement technical solutions 
* Evaluate applications and cost-effectiveness of services in relation to technology options 
* Ensure effective access to records, correspondence and official files 
* Review, monitor and revise ne si pate arrangements to respond to IFAD's information needs 





fna 

. Participate actively i in library and achive fiet won 

* Engage in cooperative projects with other organizations in order to maximize resources 

* Maintain current awareness of new developments in relevant areas 

* Assess present and potential demand for services (library, records, archives, Governing Bodies' documents) and take necessary action 
. pied E bur asec els and maintenance of a Web page 






. Provide staff i SUidancé and advice 

* Distribute and redistribute tasks as appropriate 

* Review, maintain and update job descriptions as necessary 

* Prepare annual work-plans and identify and propose training 

* Appraise performance and give feedback and develop team building 
* Coordinate and supervise the work of consultants and interns 


QUALIFICATIONS AND EXPERIENCE: 

Education and experience: University degree or equivalent, in library science, management or the social sciences. At least five years’ relevant work experience in documents management and relevant fields. 

Requirements: Strong commitment to IFAD's mandate. Demonstrated ability in working in a multicultural setting and the ability to accomplish work through motivating people and encouraging teamwork, 
| Good communications skills. 


Languages: Excellent command of English required. Knowledge of one of the other three official languages of the Fund (French, Spanish or Arabic) desirable. 


Please forward your application in duplicate to the Office of Human Resources no later than 4 May 2003. For more details please visit our web-site at wwwfad.org, Please note that any application 
received by IFAD after the deadline will not be considered. 


Due io the number d applic “ations ancipane, oniy short-listed candidates w d receive an a acknowledgement 
licati j 
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For the Directorate of Human Resources - Planning. Recruitment and Staff Development 
Unit, in Brussels (Belgium) a (m/f ar 


Head of Unit (Ref. HQ-2003-AA/008/ECO) 


Closing date: 14.05.2003 - (Closing dates are strictly applied.) 


Duties: + to ensure that the corporate human resources policies and strategies meet the needs of the Agency and are well 
accepted by staff and stakeholders * to coordinate the design of operational procedures and processes related to these 
policies and strategies, and to supervise their actual implementation and maintenance * developing and implementing policies 
and procedures for the relevant Unit * managing the work programme of the Unit by setting objectives and ensuring results 
on time and within budgetary limits * to ensure the representation of HR within and outside the Agency, maintaining a network 
of contacts by which to anticipate problems, head off difficulties and harmonise approaches © to ensure the supervision of the 
preparation and the management of HR budgets. 


We are looking for someone with: university degree and an associated professional qualification in Human Resources or 
equivalent professional experience e the languages of the Agency are English and French « a minimum of 13 years’ experience in 
human resources management preferably in an international environment * experience in translating business plans into human 
resources requirements * proven experience with intergovernmental organisations and their staff regulations « knowledge and 
experience of supervising projects involving the automation of HR processes (IT tools). l 






An international background and knowledge of aviation are definite advantages. 
FUROCONTROL offers a challenging career in aviation and an excellent remuneration package. 











For further details and an application form, . 
please consult EUROCONTROLU's website: www.eurocontr 
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Working for a better future. 





international Public Sector Consultants for Governance and Justice Sectors 
Based in London with international travel 


Atos KPMG Consulting works for the Department For Internationa! * Developing and implementing strategies for public sector reform 
Development and the World Bank, to tackle poverty in Asia, 
Eastern Europe, Africa and the Caribbean, making a lasting 
difference to the public services and people of transitional and 
developing countries. We work with governments and across the 
justice sector to improve performance and delivery of services, and 
increase transparency and accountability. We work with them as 
they develop proposals for change, and assist them in their 


implementation. 


* Strengthening policy making capacity 


* improving service through process redesign and joined up 
approaches in justice and the wider public sector 


* Applying results focused management to drive operational and 
cultural change 


* Focusing policies and services on the citizen through stakeholder 


: si and civil society engagement and feedback 
We are seeking consultants to join our highly successful and ty engag 


growing teams to help governments and justice sector bodies drive 
forward improvements in policies and service delivery which take 
account of the needs of the citizen. 


You'll have proven relevant expertise in either governance or 
justice sector reform, preferably focusing on developing or 
transitional nations. You'll have resilience, determination, and all 
the skills necessary to succeed in demanding multidisciplinary team 
based projects. Your analytical skills allow you to identify key 


* Developing and implementing justice sector reforms that 
improve citizen access to justice 


* introducing effective anti-corruption measures 


Above ali, you'll welcome the challenge of making a real and 
measurable difference to people's lives, working with clients 
outside the UK for significant periods of time. We offer a package 
that fully reflects your ability and ambition. 


issues, then design and implement practical solutions. Specifically, 
you'll require experience and expertise of at least one of the 
following areas: 


Atos KPMG Consulting 


For more information and to apply for the Governance role, visit 
www.atoskpmgconsulting.co.uk/careers/jobsearch.html and use 
reference 0247. Or for the Justice role, enter reference 0246. 





This advertisement is issued by Atos KPMG Consulting Limited, registered office 1-2 Dorset Rise, London ECAY BEN. © Atos KPMG Consulting Ltd 2002. 
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Peace anq Prosperity. 


The Way of Life in Botswana. 


Since iudependence same 56 years ago, 
Gotswaua has eanaed. a refutation 


for success and trauguility ia Aprica. 


Now we inuite you to invest here 
aud cach-ta on thie geat legacy 


HIGHLIGHTS 
- no foreign exchange controls 
- economic growth rates in excess of 7% 
- fiscal transparency 
- regular democratic elections 
- huge foreign exchange reserves 


For more information contact: 








The Director 

Information & Broadcasting 
Private Bag 0060 

Gaborone, Botswana 

Tel: (267) 365 8000 


o 


ib.publicity&info.bw 


Botswana 





www.gov.bw 
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Misgivings fade at the city gates 


The campaign approaches its climax as coalition troops advance on Baghdad 


Y APRIL 3rd, the American war mach- 

ine rumbling up the roads to Baghdad 
was within spitting distance of its destina- 
tion. The resistance offered by the Republi- 
can Guard divisions arrayed around the 
capital had, so far, been less impressive 
than their sonorous names. The battle for 
Baghdad may be quick or protracted, but 
the resumed coalition advance marks at 
least the end of the beginning, and per- 
haps even the beginning of the end. All 
this makes the sideshow war inside the 
Washington beltway about America's war 
plan seem pre-emptive, to say the least. 

To those immersed in the round-the- 
clock television coverage of it, the fort- 
night-old war in Iraq sometimes seems to 
have lasted much longer. That warped per- 
ception of time has been partly responsi- 
blefor the doom-mongering that hummed 
beneath the noise of battle during the cam- 
paign's second week. The dramatic north- 
ward thrust from Kuwait by coalition 
forces was followed by what seemed—but 
only seemed—a relative lull. 

Cue the doomsayers, arguing that Do- 
nald Rumsfeld, America’s defence secre- 
tary, miscalculated what it would take to 
defeat Saddam Hussein. After a suicide 
bombing killed four Americans at Najaf 
on March 29th and then, nearby and soon 
afterwards, at least seven Iraqi civilians 
were shot dead at a checkpoint by jittery 


American soldiers, it seemed that Ameri- 
can heavy-handedness risked alienating 
both ordinary Iraqis and global opinion. 

What evidence was there that the plan 
was unravelling? A few serving officers re- 
marked on the unexpected determination 
of some Iraqi fighters, and some retired 
ones roused themselves to denounce the 
plan on television. The charge is that Mr 
Rumsfeld and his like-minded civilian 
sidekicks coerced General Tommy Franks, 
whois running the war, into embarking on 
it with fewer troops than he needs. Mr 
Rumsfeld allegedly wants to vindicate his 
belief that air power and light ground 
forces can, with America’s stellar technol- 
ogy, transform the way the country fights 
its wars. Thus he repudiated the “Powell 
doctrine” of overwhelming force, rejected 
requests for extra troops, and scotched the 
idea of a delay after Turkey hobbled the 
plan for a proper northern front. 

For part of the last week, these com- 
plaints were given some credibility by a 
widespread perception that the coalition 
advance had stalled. One of the other dis- 
tortions caused by the blanket television 
coverage is that it turns hearsay (an ar- 
moured column heading out of Baghdad; 
an uprising in Basra) into news, and in- 
flates minor setbacks into major reversals. 
Strategic overview can get lost amid all the 
tactical excitements—or, as was the case for 
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Follow the conflict day by day in the Global Agenda on 


afew days last week, the lack of them. 

Only a handful of people truly know 
the war plan's history or contents, and two 
of them—Mr Rumsfeld and General Rich- 
ard Myers, the chairman of the Joint Chiefs 
of Staff -this week defended it vigorously. 
Mr Rumsfeld (certainly a hands-on boss) 
stressed that General Franks was the plan's 
main architect. He admits that Turkey's 
snub was a disappointment, but argues 
that, having forfeited strategic surprise 
through the military and diplomatic 
build-up, the coalition salvaged some tacti- 
cal surprise by attacking when it did. 

But the gossipy question of the strat- 
egy's genesis is infinitely less important 
than whether it is working. Despite all the 
carping, the short answer remains yes. 


Meanwhile, in Iraq 
On television, the war seemed to have 
paused; and, says Andrew Krepinevich of 
the Centre for Strategic and Budgetary As- 
sessments, a Washington think-tank, some 
American ground forces may have paused: 
"but there was no pause for the Republi- 
can Guard." The divisions of Mr Hussein's 
elite force guarding the southern ap- 
proaches to Baghdad have, with growing 
intensity, been pounded by coalition air- 
craft and artillery. Their tanks may be less 
conspicuous than was the Iraqi armour 
during the desert confrontations of 1991, 
but many are still more accessible than if 
Mr Hussein had withdrawn them within 
Baghdad itself. American commanders es- 
timate that some Iraqi units have lost half 
their fighting capacity; the Baghdad Divi- 
sion, stationed to the city's south-east, is 
said to have been destroyed. 

After earlier skirmishes, on April ist 
American land forces began seriously to 
engage what remained of the Guard across »» 
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* and beyond a broad arc between Karbala 
and Kut. America’s Third Infantry Division 
pushed through the “Karbala Gap” be- 
tween the Euphrates and Lake Razzazah, 
and on April 3rd was closing in on Bagh- 
dad's main airport. The marines had 
crossed the Tigris; dams that could have 
been destroyed to impede the advance 
were seized. Further south, the 101st Air- 
borne Division was subduing Najaf, 
where Saddamite diehards had holed up 
in a Shia shrine. Despite reports of some 
troops subsisting on one meal a day, the 
supply lines now seem secure. 

With no heavy coalition forces advanc- 
ing from Turkey, some Iraqi reinforce- 
ments from the north have made their way 
south. Nevertheless, there have been co- 
alition gains in the north too. An Islamist 
terrorist group was routed by American 
and Kurdish forces. Supported by coalition 
air power, Kurdish troops are also closing 
in on the towns of Kirkuk and Mosul. In 
the south, British troops have made incur- 
sions into Basra and other nearby towns, 
shelling Iraqi forces on the city’s fringes 
and enabling some civilians to flee. Some 
Iraqi civilians are warming to their con- 
querors, and a few are even assisting them: 
Iraqi tribal forces have reportedly fought 
alongside the coalition. 

And although non-events are not gen- 
erally considered newsworthy, it ought 
also to be remembered that several calam- 
ities that didn't materialise in the war's 
first week-large-scale terrorism, a strike 
on Israel, a chemical attack, strife between 
Kurds and Turks—failed to do so in its sec- 
ond week as well. (Mr Hussein's weapons 
of mass destruction have still not been 
found, either.) Coalition fatalities remain 
light. A high proportion have been caused 
by "friendly fire", an issue that Britain and 
America ought to have addressed more ur- 
gently after the 1991 war; but the deaths 
thus inflicted would be less conspicuous if 
more coalition troops had been killed by 
Iragis. The rescue of one young female sol- 
dier boosted American morale. 

Still, if the Iraqi battlefield looks noth- 
ing like the catastrophe implied by some of 
Mr Rumsfeld's critics, neither is it quite the 
"catastrophic success" predicted by his 
cheerleaders. Neither the regime nor the 
Republican Guard has folded altogether. 
Despite what Mr Rumsfeld says about 
longstanding plans for reinforcements to 
arrive after the war began—around 2,000 
troops are flowing into Iraq every day— 
some deployments do seem to have been 
accelerated. And there have been some 
tragic accidents and miscalculations: as 
well as the shooting in Najaf, an attack on 
the town of Hilla killed dozens of inno- 
cents, and cluster bombs have reportedly 
been dropped in civilian areas (reprehensi- 
ble, if true). In Baghdad, where allied bom- 
bers and missiles seem to have been target- 
ing communications facilities, a maternity 


hospital was reported hit on April 2nd. 
Some American troops might profit by the 
example of tactics used by the British in 
their interactions with the locals in south- 
ern Iraq. 

These tragedies have provided Mr Hus- 
sein's regime with ammunition for its pro- 
paganda campaign, one of the few weap- 
ons left in its armoury. Another strategy it 
would like to develop is suicide bombing: 
with wild, bin Ladenesque rhetoric, Mr 
Hussein exhorted potential martyrs in a 
message delivered (mysteriously) by his 
information minister. The coalition has 
countered with credible tales of torture, 
summary execution and wholesale viola- 
tions of the rules of war, and by casting as- 
persions on the health and well-being of 
Iraq's dictator. 

Yet even according to the official Iraqi 
count, civilian fatalities are not yet over- 
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whelming. Maintaining the same level of 
sensitivity in the urban battle that now 
looks imminent will be a challenge. 
Should Mr Hussein deploy chemical 
weapons-always most likely once he is in- 
eluctably cornered—the complexion of the 
war will change. With or without them, 
the street fighting is likely to be gruesome. 

So, as Mr Rumsfeld himself says, "it's a 
little early to write history.” In two other 
recent conflicts—the Kosovo war, for much 
of which it was widely argued that air 
power alone could not beat the Serbs, and 
in Afghanistan, generally touted as a grave- 
yard of empires—conventional wisdom 
ended up looking foolish. Of course, the 
war in Iraq may yet turn out to be the stra- 
tegic failure that Kosovo was not, or the 
quagmire that Afghanistan never became. 
But it seems more likely that the doubters 
will again be proved wrong. m 





Life in Baghdad 


When confidence meets confusion 


BAGHDAD 


From many different sources, people try to guess how near the end is 


WO weeks into the bombing of Bagh- 

dad, more and more people were itch- 
ing to get back to normal. Shops, restau- 
rants and offices were cautiously 
re-opening. Some people were bored at 
home; some needed to get back to earning 
a living. Even traffic jams returned. 

One spice merchant in Baghdad's Ash- 
Shurja market, who had just opened up 
again and was bringing back stock which 
he had taken home for safekeeping, said he 
expected his friends to follow his example. 


The terrible swift swords are not theirs 


And this despite the fact that explosions, 
caused either by American or British mis- 
siles or by misfired Iraqi anti-aircraft rock- 
ets, have killed at least 79 people in two 
Baghdad markets since the war began. 

For the moment, those shops that are 
open have plenty to sell; the war was so 
long in coming that traders stocked up in 
advance. Fresh fruit and vegetables are still 
available, though prices are climbing be- 
cause of uncertainty about the safety of 
the roads in and out of the city. Haulage » 
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firms are still offering to truck in imports, at 
a price, along the road from Damascus. 
Iraqi customs officials are still manning the 
border, butbetween them and Baghdad lie 
two American military checkpoints. 

How long supplies in and to the city 
will last depends, of course, on whether 
the Americans and British really will encir- 
cle it. The feeling in Baghdad, despite the 
news of a new push on April 2nd that 
brought troops ever closer to the city, is 
that that prospect is receding. Early claims 
that various towns had fallen, that regi- 
ments had surrendered or that an uprising 
in Basra had started—all of which turned 
out to be untrue-have damaged British 
and American credibility. Iraqis now put 
more faith in Iragi military communiqués 
than they do in reports from the other side 
of the lines. 

Still, most Iraqis, after decades of re- 
pression and censorship, are pretty canny 
about gathering and interpreting informa- 
tion. Many listen to the Arabic Service of 
the BBC, Iranian radio and Radio Monte 
Carlo, among others. By fitting a special 
antenna they can watch Iranian televi- 
sion’s Arabiclanguage channel, which 
shows foreign television footage of the 
war. These antennae are selling fast. 

Meanwhile, Iraqi television is showing 
morale-boosting videos of a choir that tra- 
vels round Baghdad, recording songs at va- 
rious places every day; clips from al-Ja- 
zeera and from Syrian Tv; some discussion 
of the situation; and film of captured Brit- 
ish and American equipment and dead 
soldiers. Iraqi television has interviews 
with foreign and local fighters who chant 
their undying love for Saddam and dance 
with guns waved aloft, sometimes on top 
of or around a piece of captured equip- 
ment. Their womenfolk are shown stirring 
huge cauldrons of food for the fighters, 
waving their ladles in the air and shouting 
their defiance. 

By comparing notes with friends and 
neighbours, and of course gleaning in- 
formation from people who have been 
travelling or seen action, Iraqis, each of 
them with a few pieces of the puzzle, build 
a picture of what is happening. A few 
months ago, satellite television—offering a 
restricted menu mostly of entertainment 
channels—was allowed in Iraq, but since 
the war began ithas gone off the air. 

For late-night viewing, Iraqi television 
prefers films with a topical message. These 
have included one about Saladin, the 
(Kurdish) warrior who drove the crusaders 
out of Jerusalem, a film about the Iran-Iraq 
war and one about the Egyptian crossing 
of the Suez Canal in 1973. Unsurprisingly, 
that one stopped short of showing the 
Egyptian defeat that soon followed. 

The conclusion that Baghdadis are be- 
ginning to draw from all this is that their 
government has shrewdly wrong-footed 
the coalition forces. There is a growing 





pride in the fact that not one town of size 
has been captured, and that their defence 
has been achieved by relatively small 
groups of determined militiamen rather 
than regular soldiers. Now, more people 
who might have simply shrugged off, or 
even welcomed, the fall of Saddam are be- 
ginning to think about fighting for Iraq, if 
not for its president. 

However they are caused, the increas- 
ing civilian casualties are also stirring an- 
ger. At 5.30 in the evening on March 28th 
an explosion killed 62 people, including 
many women and children, in the packed 
marketplace of al-Nasr in the al-Shula 
quarter of north-west Baghdad. The crater 
was extremely small, but eyewitnesses 
said they had seen both a plane and a mis- 
sile. Whether the missile was fired by the 
plane, which locals believe, or was a mis- 
fired anti-aircraft rocket, is hard to say. 
What is clear is that this tragedy, in a Shia 
area, has damped hopes that the Shias of 
Baghdad would stage an uprising in Amer- 
ica’s favour as the troops advanced. 


As the conflict drags on, and despite the 
increasing normality on the streets, most 
families find themselves stuck at home all 
day. Schools remain shut; many men are 
ordering their children, and often their 
wives too, to stay at home. In areas where 
there are many bombing targets, espe- 
cially on the outskirts of the city, sleep is 
hard and children are frightened. All this is 
beginning to take its toll. The Americans 
say they want to bring democracy to Iraq, 
people mutter. But is this democracy? 

Hospitals, thus far, have been able to 
cope. They have been making prepara- 
tions for months, if not years, assembling 
stocks of medicines and recruiting many 
well-trained doctors who have field ex- 
perience from the Iran-Iraq war or the Gulf 
war. As a result, many foreign doctors who 
have come to help have been left trailing 
around hotels in central Baghdad with 
nothing to do. 

In absolute numbers the figures for 
casualties are, for the moment, manage- 
able. The Iraqi authorities claim that, since p» 
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> the war began, at least 500 civilians have 
been killed and 4,000 wounded across the 
whole country. Roland Huguenin-Benja- 
min, the spokesman for the International 
Committee of the Red Cross in Baghdad, 
says his teams are reporting that, on aver- 
age, 100 wounded civilians arrive in the 
city's hospitals each day. Of these, about 
ten to 15 are seriously injured. The Red 
Cross has 7,000 surgical operations kits 
available, but so far the authorities have 
not asked for them. 

Apart from civilian casualties and un- 
certainty about the roads outside the city, 
Baghdadis are most infuriated by the tar- 
geting of the city's telephone system. So 
far, electricity and water supplies have 
been left untouched; but attacks on tele- 
phone exchanges have left large parts of 
the city with no phone lines at all. A single 
raid on the Bab al-Mua'dam exchange, on 
the night of March 3oth, took out 25,000 
lines. Most lines out of Baghdad have been 
cut, as have all international ones. This 
means that Iraqis cannot keep in touch 
with anxious family members in other 
parts of the country or abroad. The British 


Iraq's neighbours 


Unacceptable behaviour 


TEHRAN 


and Americans point out that telecoms 
also have military uses. But, even if they 
have, most Iraqis neither know nor care. 

The raid on the Bab al-Mua'dam ex- 
change also killed the small son of one of 
the workers there, who lived next door. 
Relatively few people are going to shelters 
or basements at night. Some who refuse to 
go are mindful of the American missile 
that hit the al-Amariyah shelter in Febru- 
ary 1991. It killed 408 people, almost all of 
them women and children. 

Besides, it seems to Baghdadis that the 
British and Americans are running short 
of targets to bomb in central Baghdad that 
will not risk large civilian casualties. Fol- 
lowing a pattern set during NATO's bomb- 
ing of Yugoslavia in 1999, coalition aircraft 
are now coming back to hit empty build- 
ings they have already bombed, including 
Mr Hussein's palaces and ministries. At 
about midnight on April 1st they came 
back to finish off the air-force headquar- 
ters. Though Mr Hussein has no air force 
that is flying, the building was totally flat- 
tened. Just in front of it, however, the 
statue of Saddam was left unscathed. = 





America has other worries in the region. First, Iran 


LITTLE over a week into the war, the 

Shia theocracy of neighbouring Iran 
called tens of thousands of people on to 
the streets to deplore it. That day, March 
28th, happened to be the one on which Do- 
nald Rumsfeld, America's defence secre- 
tary, warned Iran's proxy in northern Iraq, 
an Iraqi Shia militia called the Army of 
Badr, not to take any part in the battle or 
else it would be considered hostile. Are 
Iran and America on a collision course? 

It suits hard-line Iranians, puffing on 
the dying embers of popular anti-Ameri- 
canism, to present things that way. Sharing 
a neighbourhood with countries whose 
citizens despise George Bush without 
prompting, senior conservatives had been 


embarrassed by Iranians’ apparent indif- 
ference to the war. As non-Arabs who suf- 


fered horrendously while fighting Saddam 
Hussein in the 1980s, some Iranians even 
welcome Iraq's misfortune. Before March 
28th, Iran's biggest anti-war demonstra- 
tion had attracted only 700 people. 

In fact, despite the daily praise on state 
television for the Iraqi resistance, the Ira- 
nian government has co-operated with the 
United States far more than might be sup- 
posed. Iran has taken a phlegmatic view of 
the stray missiles that have landed on its 





Uncomfortably close to Syria, too 


territory. It is relaxed, too, about the fla- 
grant violations, by American and British 
military craft, of its coastal waters and air- 
space. Mr Rumsfeld had even offered mild 
praise earlier in the week, saying that Iran 
had “not done things that are making our 
life more difficult". 

Iran has also decided to seal as much as 
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it can of its 1,300km-long border with Iraq. 
This is partly to deter refugees, though it is 
prepared to accept some. More crucially, 
the closing of the border seems to confirm 
that Iran does not intend to engineer a re- 
peat of 1991, when the Army of Badr, ac- 
companied by members of Iran's Revolu- 
tionary Guard, crossed the border to 
piggyback on a big Shia uprising. That re- 
bellion was crushed by Mr Hussein after 
the elder George Bush, alarmed by Iranian 
adventurism, withdrew his support for it. 

It may be that Mr Rumsfeld has in- 
formation about the intentions of the 
roughly 5,000-strong Army of Badr force 
that is currently sitting idle in Kurdish-run 
northern Iraq. Before the war, this force 
seemed intent on trying to seize control of 
some towns-bargaining chips, so they in- 
tended, for the political carve-up after Mr 
Hussein's expected fall. 

Having built up the Army of Badr's po- 
litical wing, the Supreme Council for Is- 
lamic Revolution in Iraq (SCIRI), America 
has decided that Ayatollah Baqer al-Ha- 
kim, the scrri’s Iranophile leader, cannot 
be trusted. Furious at being sidelined, Mr 
al-Hakim has teamed up with his former 
rival for the affections of Iraq's Islamist 
Shias, the Islamic Call Party (Hezb al-Da- 
waa al-Islamiya), to condemn the inva- 
sion. Yet, perhaps because they fear being 
ignored, neither has called on Iraqis to rise. 

According to Abu Bilal Adip, the Islamic 
Call representative in Iran, recent fatwas in 
which senior Shia clerics in Iraq called for 
a popular defence of the regime were ex- 
acted under duress. But he claims to know 
of an instance in the past few days of 
American forces holding back from help- 
ing an incipient uprising by the inhabit- 
ants of atown in the Euphrates basin. Such 
tales reinforce the suspicion among Iraqi 
Shias that the Americans and British may 
not be forces of liberation, after all. 

Iran's foreign minister says that Iran 
will not recognise a government installed 
by the Americans. If it is to retain any influ- 
ence over its western neighbour—a feat it 
managed in Afghanistan, to the east—its 
Shia friends will have to attain positions of 
power. If Mr Hussein goes, but at a price 
that dissuades America from embarking 
on regime changes elsewhere, the clerics 
may even cheer. 

At the weekend, Colin Powell, Amer- 
ica's secretary of state, demanded that Iran 
end its support for terrorism and that it 
stop seeking weapons of mass destruction 
and the means to deliver them. America is 
watching to see whether Iran gives sanctu- 
ary to fleeing members of a radical Islamic 
group which its forces and the Kurds have 
prised from their northern Iraqi redoubt 
(see box on next page). Short-term co-oper- 
ation, the Americans seem to be saying, 
will not exempt Iran from having to adopt, 
in Mr Powell's lofty phrase, *acceptable 
patterns of behaviour". m 





Syria's role 
Fierce words, tied 
hands 


DAMASCUS 
Syria hates the war, but is too weak to 


play the spoiler 


HE veteran foreign minister, Farouk 

Sharaa, does not mince words. Syria, 
he says, has a national interest in expelling 
America and Britain from Iraq. The ques- 
tion he does not answer is: how far will 
Syria go to pursue that interest? 

To date, it would seem, not very far. 
Syria's government has condemned the 
war more stridently than others in the re- 
gion, and has sponsored the biggest street 
demonstrations. It has allowed Arab vol- 
unteers to trickle over its border to bolster 
Iraq's army. And, according to Donald 
Rumsfeld, America's secretary of defence, 
Syria has also connived in supplying mili- 
tary gadgetry, including night-vision gog- 
gles, to Baghdad. 

Small wonder that Syria should col- 
lude. The two countries have much in 
common. The people of the Euphrates Val- 
ley in eastern Syria are near cousins to the 
Iraqis downstream. Both governments 
share the same militaristic, secular and xe- 
nophobic brand of Arab nationalism, al- 
though their rival branches of the Baath 
Party have often feuded. The relations of 
both with America have mostly been 
tense, but sometimes surprisingly close. 

In recent years, Syria has been able to 
mute American criticism—of the succour it 
gives to extremist guerrilla groups and of 
its role in Lebanon, among other 
things-by providing useful intelligence 
against al-Qaeda. It has also balanced pro- 
Iraqi rhetoric with quieter support for 
Iraq'sfoes, both in backing Resolution 1441 
in the United Nations Security Council 
and in giving sanctuary to the Iraqi opposi- 
tion. But Syrian room for manoeuvre, al- 
ready small, is likely to shrink even further. 
If and when America completes its occu- 
pation of Iraq, Syria will find itself com- 
pletely surrounded by American allies, 
and physically separated from its closest 
strategic partner, Iran. 

Syria is already weak. Since the col- 
lapse of its Soviet ally, its army has fallen 
even further behind Israel's in technology. 
The Lebanese joke thatit cannot withdraw 
its 20,000 “peacekeeping” troops in their 
country because the vintage Soviet trucks 
cannot make it up the hill. Its economy, 
too, is stalled. Syria is the only Arab coun- 
try that is self-sufficient in food, but the 
main construction activity in the past two 
decades has been the extension of slums 
around Damascus. Faltering stabs at free- 
market reform have failed to mollify inves- 
tors wary of cronyism and corruption. 


Warming ties with Baghdad in the past few 
years have put the country on a vital drip 
feed, as oil smuggled out of Iraq has been 
exchanged for Syrian consumer goods. By 
last year, this semi-illicit trade was said to 
account for nearly 20% of GDP. But it is 
bound to stop now. 

The Syrians deny that they are shipping 
arms to Iraq. They also deny Israeli allega- 
tions that Iraq has sent some of its out- 
lawed weaponry for safekeeping in Syria. 
There are rumours in Damascus that se- 
nior officers have profited from an arms 
trade, but businessmen say it is quite pos- 
sible, given the murkiness of the Syrian 
power structure, that the top leadership 
was unaware of serious hanky-panky. 

Mr Rumsfeld has described this trade 
as “a hostile act”. Colin Powell, the secre- 
tary of state, has added that Syria’s govern- 
ment would have to bear the conse- 
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quences of supporting "terrorist groups 
and the dying regime of Saddam Hus- 
sein". America, said senior officials and 
the state-controlled press, was just trying 
to distract attention. 

Syria's young president, Bashar Assad, 
is riding a wave of popularity as anger 
over Iraq stifles yearning for change at 
home. But his options remain limited. 
American forces will soon seal off Bagh- 
dad from the Syrian border. The long- 
promised road map for Israeli-Palestinian 
peace, which Syria condemns as inade- 
quate, is likely to be endorsed by the rest of 
the war-weary region. Mr Assad admires 
the Hizbullah militia in Lebanon and com- 
pares the Palestinians' suicide bombers to 
those who resisted the Nazis. Yet Syria is 
simply not strong enough, any more, to 
play the spoiler the way his father, Hafez, 
didin the past. im 


Arab volunteers 


A bus ride to 
martyrdom 


CAIRO 


They'll die for Iraq, but not for Saddam 


T1 Iraqis say 6,000 of them have 
poured in from across the Arab world. 
More like a few hundred, say reporters 
who have tracked volunteers heading to 
join Iraq's beleaguered army. Whatever 
the numbers, the recruits form part of an 
emerging mythologisation of Iraqi resis- 
tance. Celebrated already in Arab poetry 
and song, the war is beginning to take on 
epic tones that fuse the bravery of ancient 
Muslim warriors with more recent strug- 
gles for Arab independence. 

The first of the volunteer “martyrs”, 
Thaer Osman, a 28-year-old Palestinian, 
received a hero's burial in a Beirut refugee 
camp this week. In the pantheon of fame 
he joins Ali Mungash, the grizzled Iraqi 
peasant who, Baghdad claims, shot down 
an Apache gunship with his hunting rifle. 
In Saudi Arabia, rhyming text messages 
praise Mr Mungash's feat. Jordanians stick 
his picture in their car windows. 

Ghastly images of Iraqi civilian casual- 
ties have mobilised the volunteers. Com- 
puter hackers in the Gulf have beamed 
them to America, where they are popping 
up on commercial websites to shock un- 
suspecting web-surfers with the kind of 
gore that America's own networks shy 
from showing. Al-Manar, the slick satellite 
station run by the Lebanese guerrilla 
group Hizbullah, has taken to intercutting 
carnage in Iraq with Nazi atrocities. 

Such imagery, mixing Iraqi stoicism 
and suffering with deeper collective mem- 
ories, has provoked a wave of sympathy 
and outrage among Arabs and Muslims. 
And it has prompted a few to offer the ulti- 
mate sacrifice in what they see as the de- 


fence of Muslim soil against an infidel in- 


vader. “When we see women and children 
being slaughtered in front of us, would we 
be men if we didn’t go?” demands a young 
Lebanese, boarding a Baghdad-bound bus 
in Beirut. “We are going to die. We know 
we will not come back,” says another, one 
of the 250 from Lebanon who are said to 
have volunteered for service in Iraq since 
the start of the war. 

Few appear to be inspired by love for 
Saddam Hussein. "With our spirit and 
blood we will fight for Iraq," chanted the 
Beirut bus passengers, pointedly altering a 
slogan that on Iraqi television, at least, usu- 
ally runs *we will fight for Saddam". In- 
stead, the overriding motivation seems to 
be religious. With the blessing of Muslim 
clerics, including the Grand Mufti of Syria 
and scholars from Cairo's celebrated al-Az- 
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har university, Iraq has been added to the 
list of legitimate zones for jihad. 

“Iraq, we heed your call,” ran a commu- 
niqué from Islamic Jihad, a Palestinian ex- 
tremist group responsible for dozens of 
suicide bombs against Israeli civilians. "It 
is one war from Najaf to Tulkarm and from 
Jenin to Baghdad." The group says it has 
dispatched trained human bombs to Bagh- 
dad, and the Iraqi regime has already 
shown it is eager to use them. Its first sui- 
cide bomber, an Iraqi non-commissioned 
officer, killed four American soldiers at a 
checkpoint last week. Mr Hussein 
promptly rewarded his family with 100m 
dinars, worth $34,000. m 





S COALITION troops battle their way 
into Baghdad, relief agencies continue 
to give warning of a humanitarian disas- 
ter. On March 28th the United Nations 
launched an appeal for $2.2 billion, includ- 
ing $1.3 billion for food alone, to meet 
needs over the next six months. On the 
same day, the Security Council agreed to 
modify the  oilfor-food programme 
(OrrP)-which allowed the Iraqi govern- 
ment to use part of its oil proceeds to buy 
humanitarian supplies under close super- 
vision—to help the UN respond. Reluctant 
to be seen preparing for a conflict before di- 
plomacy had run its course, foreign donors 
are only now announcing how much they 
are willing to spend. 
Things were already grim for the Iraqis. 
Earlier wars and 12 years of sanctions had 
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brought what used to be a middle-income 
country to its knees. In1990 the United Na- 
tions Development Programme placed 
Iraq 76th in its human-development rank- 
ing; ten years later it had dropped to 126th, 
just ahead of Lesotho. According to Unicef, 
for every 1,000 children born in Iraq, 130 
die before their fifth birthday (compared 
with 56 in 1984), mostly because of chronic 
malnutrition. GDP per head collapsed 
from over $3,000 in 1990 to around $700 
towards the end of the decade. Even before 
the war started, Iraq had the highest num- 
ber of internally displaced peoplein the re- 
gion—about 1.1m. 

Before the first bomb was dropped, 16m 
people-six Iraqis in ten-depended en- 
tirely on the orrP for food. According to 
the UN, food rations made up 80% of the 
average income. Access to water is also a 
problem (see box on next page): every day, 
some 500,000 tonnes of raw sewage are 
discharged into fresh water supplies. Sew- 
age-pumping stations need power, and 
few have their own generators. 

The orrP was suspended on March 
17th, and many humanitarian workers 
have left. Those still working in Iraq have 
only a partial picture. According to the In- 
ternational Committee for the Red Cross 
(ICRC), Baghdad hospitals caring for those 
hit by the bombing face no shortage of 
drugs as yet (they were stockpiled before 
the war started), and still have water and 
power. But this could change. In Basra, 
power cuts have threatened the supply of 
drinking water. The position in towns like 
Nasiriya, which have seen the fiercest 
fighting, is unknown. 

So far, food supplies have been ade- 
quate. Before the OFFP was suspended, ex- 
tra food was distributed to let people stock 
up (although some families have since had 
to sell these reserves). But the UN esti- 
mates that food will be running out by the 
end of this month. The Kurdish north, 
which received no extra rations of wheat 
flour before the conflict, may feel the pinch 
earlier; food prices there are soaring. 

Iraqis have not yet fled to neighbouring 
countries. In the north, however, many 
Kurds left towns to seek refuge in the coun- 
tryside when the fighting started, although 
they now seem to be going home. Some 
people also crossed from the area con- 
trolled by the Iraqi government to the 
Kurdish zone. Most of the displaced are 
cared for by relatives, which puts a heavy 
burden on their meagre resources. In Da- 
huk and Irbil, some of the displaced have 
sought refuge in schools. 

If Iragis start getting hungry and 
thirsty, orif the fighting intensifies in cities, 
the situation could get far worse. The UN 
High Commission for Refugees is helping 
Iraq's neighbours prepare for an influx of 
up to 600,000 Iraqis. Blankets, tarpaulins 
and other necessities are stocked in Turkey, 
Jordan and Iran, and refugee camps are be- » 


> ing prepared. The World Food Programme 
(WFP) has prepositioned enough food to 
feed 2m people for one month. After this it 
hopes to be able to feed the entire popula- 
tion for the next three months, using the 
44,000 small shops in the orrP network. 
This will be an operation four times bigger 
than the one in Afghanistan, and an un- 
precedented challenge for the agency. 

Fresh supplies have started trickling in. 
On March 28th the British navy’s Sir Gala- 
had, carrying 230 tonnes of food, blankets 
and medicine, was finally able to dock at 
Umm Qasr after the waterway was cleared 
of mines. The next day, the wrp brought 
three trucks carrying 75 tonnes of dry milk 
into the north. 

Who will pay for the relief effort? On 
March 28th the UN Security Council gave 
Kofi Annan, its secretary-general, the au- 
thority to adjust the orrP, which used to 
be jointly managed with the Iraqi govern- 
ment. About $10 billion worth of supplies 
are in the pipeline, and the UN has desig- 
nated more than 450 contracts for medi- 
cines, health supplies, food, water and 
sanitation, worth over $1 billion, as prior- 
ities for shipment. Some ask whether the 
OF FP is the right way to organise the effort: 
this was after all a partly punitive scheme, 
designed (and staffed at great cost) to deal 
with quite different circumstances. 


Paying up 
Donors have been opening their wallets, 
the United States among them. State De- 
partment agencies have spent more than 
$242m on lraq—over $105m of it chan- 
nelled through the UN and other interna- 
tional organisations-in addition to pro- 
viding more than 600,000 tonnes of food. 
On March 25th George Bush asked Con- 
gress for $2.4 billion for relief and re- 
construction, bringing the total to $3.5 bil- 
lion so far. Thisis small compared with the 
$62.6 billion Mr Bush has requested for 
military spending in Iraq, but it is more 
than any other country has pledged. 
Many humanitarian organisations 
have criticised the involvement of co- 
alition troops. The laws of war putrespon- 
sibility for the well-being of the civilian 
population on the occupying power, but 
relief organisations are wary of working 
with the military. According to Florian 
Westphal of 1crc, help for an area has to 
be based on need rather than on who is in 
control. To reach those in need, agencies 
have to work with both sides and must 
therefore remain neutral. In Basra, strict 
neutrality was essential to enable the 
ICRC to move between areas controlled by 
the Iraqis and those held by the coalition. 
Christoph Wilcke of Save the Children, 
one of the largest NGOs operating in 
northern Iraq, also points out that 
humanitarian agencies are much better 
than soldiers at getting help to those who 
need it most. In southern Iraq, aid supplies 








have been mobbed by the strongest, leav- 
ing the vulnerable without. 

This debate finds an echo within the 
American administration, where the re- 
spective roles of the State Department and 
the Pentagon in providing humanitarian 
assistance are blurry. The Agency for Inter- 
national Development, under the author- 
ity of the State Department, has put to- 
gether the largest team it has ever 
assembled to help in Iraq. Now in Kuwait, 
it is supposed to co-ordinate American re- 
lief activities once the fighting stops. None- 
theless, an officefor reconstruction and aid 
for Iraq (headed by retired Lt-General Jay 
Garner, also now in Kuwait was created 
within the Pentagon in January. Uncer- 
tainty also surrounds the role of the UN, 
despite declarations from American offi- 


cials that it would be "key". Last week 14 
big American aid agencies sent a letter to 
Mr Bush urging him to place the humani- 
tarian effort in Iraq under UN auspices. 

When the fighting and the debating 
stop, co-ordination will remain a mam- 
moth task. The pre-war planning was frag- 
mentary. Months of international debate 
over inspections and military intervention 
gave time to prepare, but the diplomatic 
split made it difficult for many organisa- 
tions, notably the UN agencies, to gear up 
openly for the conflict and its aftermath. 
Most daunting is the sheer scale of the op- 
eration. In addition to its own and other of- 
ficial agencies, the UN has already listed 50 
NGOs waiting in Amman, eager to go to 
Irag once the country is safe. That may be 
just the start. $ 





SARS 


After the outbreak 


BEIJING AND HONG KONG 


Even as the epidemic appears to stabilise in Hanoi and Singapore, Hong Kong, its 


centre, is a changed city 


T DAWN on March 31st, police wearing 
surgical masks, gloves and cloaks cor- 
doned off Block E of Amoy Gardens, a 
housing estate in Hong Kong, and placed 
all those inside under quarantine. But only 
241 tenants in 108 flats were left. The resi- 
dents of the other 156 flats had already 
fled—to relations, hotels or friends—possi- 
bly spreading the virus they were sus- 
pected of carrying with them into the com- 
munity. Amoy Gardens and much of 
Hong Kong recalled pestilent Oran, in Ca- 
mus's “The Plague”: "And while a good 
many people adapted themselves to con- 
finement and carried on their humdrum 
lives as before, there were others who re- 
belled and whose one idea now was to 
break loose from the prison-house." 

The outbreak at Amoy Gardens of 
SARS—Severe Acute Respiratory Syn- 
drome-a new and barely understood type 
of pneumonia, may mark a turning-point 
in the global epidemic. Since it entered 
Hong Kong from southern China in Febru- 
ary, SARS has spread to at least 16 other 
countries. Besides China itself, which re- 
mains tight-lipped about the true extent of 
its outbreak, Hong Kong is the worst-hit 
city, followed by Singapore. At mid-week, 
more than 2,200 people had been infected 
worldwide-over 700 of them in Hong 
Kong—and 78 had died. 

Until last weekend, virtually all the in- 
fections could be traced to direct contact 
with a person showing symptoms of the 


disease (high fever and a dry cough). At 
Amoy Gardens, over 200 people went 
down with sars in a matter of days, and 
their only link was that they lived in the 
same group of buildings, often vertically 
above or below one another. This raised 
the possibility that transmission might oc- 
cur not only through droplets expelled by 
coughing, but through air-conditioning 
systems, water pipes or contaminated sur- 
faces such as lift buttons. 

For Hong Kong's government, Amoy 
Gardens was the signal that a genuine cri- 
sis was at hand. In the preceding three 
weeks, as new cases had been appearing 
at a rate of 20, then 50 a day (and even as 
the head of Hong Kong's hospital author- 
ity himself contracted the virus), it had still 
played down the risks. Its approach con- 
trasted especially with the much faster and 
more drastic-some say draconian-re- 
sponse by Singapore, which almost imme- 
diately closed all schools and put 1,000 
people under quarantine. Now, with 
some 80 new cases a day, Hong Kong's 
schools are closed too. A quarantine law 
not used since an outbreak of bubonic 
plague in 1894 has been invoked, and the 
remaining residents of Amoy Gardens are 
being sent to confinement camps. 

Ordinary life in Hong Kong has 
changed beyond recognition. Restaurants 
are empty. Supermarkets are full, as peo- 
ple stock up with rice, instant noodles, lav- 
atory paper and disinfectant. An un- 
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founded rumour that Hong Kong as a 
whole might be quarantined led to panic 
buying. Streets in the business district, nor- 
mally bustling, are eerily quiet. Rush hour 
is gone, as people try to take public trans- 
port at unusual hours. Everybody who has 
a face mask wears it. Others are having 
masks sent express from abroad, as the 
city's chemists have been out of supplies 
for weeks. Concerts are cancelled. When- 
ever people do meet—masked, invari- 
ably—a surreal mixture of anxiety and de- 
nial hangs in the air. 

The economic disruption is severe. 
HSBC, the city's main bank, had to close a 
floor of its main office after an employee 
showed symptoms. It also sent 50 traders 
home for a week as a precaution, and is 
preparing a back-up dealing floor. Other 
companies that have evacuated staff after 
suspicious cases include Pccw, Hong 
Kong's dominant telecoms provider, and 
Hewlett-Packard and Intel, two American 
technology giants. Everybody who can 
work from home does so. 

Tourism, 596 of Hong Kong's economy, 
had virtually stopped even before the 
World Health Organisation (WHO) and 
America's State Department advised peo- 
ple not to visit. Inbound business travel 
has slowed to a trickle. Hotels are largely 
empty. After several sufferers were spotted 
on aircraft, Cathay Pacific, the territory's 
main airline, reduced its regional flight 
schedule, as have Singapore Airlines, Aus- 
tralia's Qantas, Air New Zealand and other 
carriers (see page 56). The Hong Kong 
stockmarket has fallen to a four-and-a- 
half-year low, and some economists are 
predicting a renewed recession. 

Simmering beneath the worries is an- 
ger at mainland China, and especially at 
neighbouring Guangdong, the province 
with which Hong Kong during normal 
times claims to be working well on every- » 
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> thing from economic integration to fight- disease, two alternative agents have al- 


ing crime. Guangdong had an outbreak of 
pneumonia, now proved to be SARS, as 
long ago as last November. But instead of 
providing information to the wHo, the 
government in Beijing stayed silent for 
months and ordered the Chinese media to 
avoid the subject. It now admits to 1,190 
cases, 1,153 of them in Guangdong, and has 
at last allowed a visiting team of WHO ex- 
perts to travel to Guangdong. But the daily 
updates it has been promising have not be- 
gun yet. 

China has a long history of obfusca- 
tion. It covered up the spread of H1v in He- 
nan and other provinces, and it routinely 
lies about economic and other statistics. 
Yet China, especially its crowded southern 
provinces, is also a breeding ground for 
new diseases—several global influenza 
epidemics of the past century, including 
the one that killed tens of millions in 
1918-319, are thought to have originated 
there. The death rate from sAns is only 4%. 
What is the world to do when China is 
slow to share information about the next, 
perhaps deadlier, bug it produces? 8 


The science of SARS 


A deadly mystery 


Scientists are still struggling to 
understand a new mystery virus 


HAT is it, where did it come from, 
how is it spread, and can we stop it? 
These, in a nutshell, are the questions that 
scientists are still struggling to answer after 
Severe Acute Respiratory Syndrome 
(SARS) was first reported in Hong Kong in 
mid-March. 
In the race to identify the cause of the 
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ready been proposed. But Klaus Stohr, a vi- 
rologist for the World Health Organisation 
(WHO), says he is confident there is 
enough evidence to implicate a type called 
a coronavirus, which belongs to a family 
of viruses that can cause, among other 
things, the common cold in humans. 

This confidence comes even though too 
little time has elapsed to satisfy the usual 
epidemiological requirements (known in 
the business as Koch's Postulates) for de- 
monstrating that a particular agent causes 
a given disease. But Mr Stohr says that, of 
55 SARS patients tested, 45 either had the 
virus in their faeces, or had antibodies to it 
in their body fluids. Moreover, the virus 
has been isolated from patients during all 
stages of the disease. That is convincing, if 
not conclusive, evidence. 

Itis still not known where the virus first 
came from but genetic work suggests it is 
related to mouse hepatitis C, transmissible 
gastroenteritis in pigs, and the human co- 
ronavirus (which is rarely fatal). Such links 
add weight to the theory that the disease 
originated in livestock in rural China, 
where humans and animals live in close 
contact, and then jumped to humans. 

Until this week, epidemiologists be- 
lieved that the virus was spread by the 
transmission of droplets, that is, through 
coughing and sneezing. Mr Stohr says evi- 
dence for this was found in the success of 
control efforts in Hanoi, Singapore and 
Germany-where no subsequent local 
transmission occurred. But the latest cases 
in Hong Kong have caused particular 
alarm because they do not appear to fol- 
low a droplet pattern of infection (see pre- 
vious article). So new routes of transmis- 
sion, via air and water, are being explored. 
And because hardy coronaviruses can sur- 
vive outside the human body for three to 
six hours, another possibility being exam- 
ined is that contact with an object tainted 
with droplets (such as a telephone) could 
lead to infection if the person who 
touched it were subsequently to touch his 
eyes, nose or mouth. 

Without knowing the precise transmis- 
sion routes, it is difficult to contain a dis- 
ease. So the WHO recommends that all but 
essential travel to Hong Kong and Guang- 
dong should be postponed. Since March 
9th nine tourists, from countries such as 
Switzerland, Britain, France and the Un- 
ited States, have picked up the virus in 
Asia. Fortunately, after the wHo's March 
12th alert, health authorities were primed 
to isolate these cases, and they seem to 
have prevented any subsequent spread. 
The alert, though, came just too late to pre- 
vent an outbreak in Canada. 

Besides Hong Kong, local transmission 
remains a problem in Beijing, Guangdong, 
Shanxi and Taiwan. A WHO spokesman 
said Hanoi had not seen any new cases in 
eight days, and the outbreak in Singapore 
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seemed to be under control. 

At the moment only time and labour- 
intensive laboratory testing can determine 
if someone is carrying the disease. What is 
neededisthe capability for mass testing, in 
order to answer the many remaining ques- 
tions, such as how the virus is emitted, 
whether infected people who are not dis- 
playing symptoms can nevertheless trans- 
mit SARS, and for how long patients re- 
main infectious. W 


All eyes on 
North Korea 


TOKYO 
A satellite signal about security 


é& HOSTILE act,” said North Korea. “Ja- 

pan will be held wholly responsi- 
ble for sparking a new arms race in North- 
East Asia." Diplomat-speak for "rubbish" 
was the Japanese response. Yetthe two spy 
satellites that Japan put into orbit on 
March 28th are meant to make the neigh- 
bours take notice. Later this year, Japan 
will add a second pair of eyes in its effort to 
keep tabs on North Korea. Not only does 
the North have missiles that can hit all of 
Japan, but recently it has taken even more 
threatening steps, by secretly enriching 
uranium and, when caught doing that, by 
restarting a mothballed reactor that pro- 
duces plutonium—both materials from 
which nuclear bombs can be made. Ja- 
pan's government is keen that not just 
North Korea, but also South Korea, China 
and Russia, the three other countries apart » 
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> from America that are trying to resolve the 
new tensions, understand its concern. 

Some fear that North Korea will take the 
satellite launch as an excuse to test one of 
its own far-flying missiles. That might pro- 
voke louder debate in Japan about impos- 
ing economic sanctions on North Korea, 
but there would be little, militarily, that Ja- 
pan could do. It relies heavily on America 
for defence against such threats. It also gets 
regional intelligence from its chief ally. But 
after North Korea fired a Taepodong rocket 
over Japan without warning in 1998, the 
government decided to build its own satel- 
lites to monitor what its prickly neighbour 
was up to. Now that tensions are increas- 
ing again in the region, Japan is also talking 
more seriously to America about co-opera- 
tion on missile defences. 

A poll in January by Japan's cabinet of- 
fice, reported in the Yomiuri newspaper, 
showed that 43% of Japanese were wor- 
ried that their country would be drawn 
into a war. That is the highest proportion 
since the government began conducting 
the poll (which it has done roughly every 
three years since 1969). In the same poll, 
74% of Japanese said that North Korea was 
their biggest concern, up from 57% in 2000. 

The new satellites will do little directly 
to meet the North Korean threat. Even the 
third generation of satellites, which the 
government is planning to deploy in eight 
years or so, will be able to see with only 
one-third the resolution of America's exist- 
ing satellites. And it will still be several 
months before proper analysis of the pic- 
tures sent back by the two launched last 
week can start. Moreover, says Ken Jimbo, 
an analyst at the Japan Forum on Interna- 
tional Relations, a think-tank, Japan would 
need three dozen satellites to have reliable 
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coverage around the clock. Even then, Mr 
Jimbo points out, they would be no substi- 
tute for the early-warning satellites that 
America uses to detect imminent missile 
launches. 

Yet their deployment has a purpose. Be- 
sides providing intangible solace to Ja- 
pan’s jittery population, as well as pleas- 
ing Mitsubishi Electric and other firms 
who will be involved in building the birds, 


Elections in Indonesia 





the satellites are meant to be seen as an- 
other sign that the government is now pre- 
pared to take more responsibility for Ja- 
pan's own security. Japan still cannot 
defend itself properly without help from 
America, but it is increasingly no longer 
content merely to shelter passively under 
America's security umbrella. In more 
ways than one, Japan is looking at poten- 
tial threats with new eyes. 8 


Through a maze to democracy 


JAKARTA 
Parliament's attempts at reform 


REPARATIONS for Indonesia's general 

election started this week, with officials 
preparing to compile the voting lists. This 
is nota moment too soon, even though the 
election is not due until next year. Some 
130m people will be voting in about 
450,000 polling stations spread over the 
17,000-0dd islands of the Indonesian ar- 
chipelago. Free elections are still a novelty 
in Indonesia. Suharto, the country's dicta- 
tor for 32 years, held polls for show. Legis- 
lators have drafted laws they hope are 
both practical and allow for democratic 
choice. Will they work? The auguries are 
not good. 

The draft laws have a byzantine look, as 
they seek to cope with the creation of po- 
litical parties, the conditions under which 
they fight elections, and how seats are allo- 
cated. Giving an example of MPs’ inexperi- 
ence, Imam Prasodjo, an election commis- 
sioner, says they did not understand how 
much trouble they were causing by stipu- 
lating that each polling station should ca- 
ter only to 300 voters at the most. 

In an effort to reduce the number of 
parties contesting the poll from the be- 
wildering 48 that took part in 1999, the 
year after Mr Suharto's fall, parties that 
won fewer than 2% of the seats will be 
barred next time. However, it seems that a 
party can simply change its name, how- 
ever slightly—from “Justice” to “Justice and 
Development", for example. 

The MPs have amended the old system 
of proportional representation. Next year 
voters will be able to state their preference 
for a particular candidate, as well as voting 
for the party of their choice. But voting for 
a candidate will be optional and many 
voters may not bother. Those candidates 
who do well may still not get enough votes 
to pass the threshold. Democracy activists 
fear that many parties will work the sys- 
tem to ensure that their hacks are elected. 

Under the old system, some constit- 
uencies were absurdly large: one had 82 


MPs. But a large constituency at least gives 
small parties a chance to win a seat or two, 
as happened in 1999. Parliament has told 
the election commission to provide some 
constituencies of three to 12 members. The 
practical result of smaller constituencies is 
likely to be that even medium-sized parties 
will wither at the expense of the two big- 
gest, Golkar and ppr-p. Yet parliament has 
given the commission no detailed guid- 
ance on constituency size. Imam Prasodjo 
says he and his colleagues have not even 
discussed the matter. 

Cynics say the big parties left the deci- 
sion in the commission's hands only so 
that they could influence matters behind 
the scenes without attracting public fury. 
That may be unfair. But the proposed law 
on the next presidential election—to be 
held only two months after the parliamen- 
tary election—definitely involves some jig- 
gery-pokery. According to the draft, only 
parties that win 20% or more of the vote in 
the parliamentary election will be allowed 
to nominate a candidate for the presiden- 
tial one. Smaller parties could form coali- 
tions to meet the threshold, but would 
have to do so before the parliamentary 
election. If they turned out to have miscal- 
culated their support, they would not be 
able to compete. The danger is that only 
Golkar and the PDI-P, both secular parties, 
would be left in the running, excluding all 
the Islamic parties, a sure-fire recipe for in- 
stability. 

Were it not for the 20% rule, the presi- 
dential election could be held at the same 
time as the parliamentary one. Since the 
draft law calls for a run-off if no candidate 
wins half the vote, yet another election 
may follow two months later. The entire 
electoral cycle will take almost a year, once 
time is thrown in for party registration, 
nominations, and campaigning. If Indone- 
sians knew what lay ahead, they might 
slam their doors on the officials who have 
started compiling the registers. 8 





Australia 


Brown and the Greens 


SYDNEY 


Anemerging group shakes the big parties 


OB BROWN seems an unlikely figure to 

shake up Australia’s politics. He is a 
doctor, one of Australia’s few openly gay 
members of Parliament, and possessed of 
a gentle manner that seems out of place in 
the cut-and-thrust of Australian politics. 
Yet Dr Brown and the Australian Greens, 
the party he leads, have emerged from the 
shadows to shake the established parties, 
Labor and the conservative Liberals, 
suggesting that the small party, whose 
roots lie in environmental battling in Dr 
Brown's home of Tasmania, could be 
poised to become the country's third po- 
litical force, eclipsing the National Party, 
which is in coalition with the Liberals. 

At a state election on March 22nd in 
New South Wales, the most populous 
state, the Greens doubled their share of 
their vote from 4% to 8%. This followed a 
string of upsets in other state and federal 
polls. In Tasmania last July, the Greens' 
vote jumped from 10% to 18%, their highest 
score ever in any state; in Victoria last No- 
vember it went from 1% to almost 10%. At 
the most recent federal election, in late 
2001, the Greens’ vote doubled to 5%. An 
opinion poll published on April st 
claimed their national support had almost 
doubled again to 9%. Most spectacularly, 
the Greens last October snatched from the 
Labor Party the federal seat of Cunning- 
ham, south of Sydney, in a by-election that 
lost Labor this previously safe industrial 
constituency for the first time. The Cun- 
ningham victory gave the Greens their first 
seat in the House of Representatives, the 
federal lower house. They have two mem- 
bers, one of them Dr Brown, in the Senate, 
the upper house. The Greens now have a 
total of 17 seats in Australia's federal and 
state parliaments. 

There is more than just an element of 
protest in the rise of the Greens. Oddly, it 
was the demise of One Nation, a small 
party espousing bigoted nationalism, led 





by Pauline Hanson, that left the ground 
open to them. Mrs Hanson's legacy was 
the dragging of John Howard, the prime 
minister, and his federal conservative co- 
alition government, further to the right. Mr 
Howard won the 2001 election on a plat- 
form of policies towards asylum-seekers 
that mirrored Mrs Hanson’s, an election 
that Amanda Lohrey, the author of a re- 
cent book on the Greens, describes as “a 
sideshow alley of surpassing ugliness”. 
The failure of the opposition Labor 
Party to attack Mr Howard’s hardline treat- 
ment of asylum-seekers lost Labor a lot of 
votes to the Greens; their only state par- 





liamentarian in South Australia is a Labor 
defector. The war in Iraq has brought more 
losses. Labor appeared wishy-washy in its 
opposition to Mr Howard’s commitment 
of 2,000 Australian troops to the Ameri- 
can-led attack; Dr Brown blitzed it un- 
equivocally. Labor has most to fear from 
the Greens, but they are also taking votes 
from disaffected conservatives who once 
supported the Democrats, another small 
party whose star has now faded. 

Dr Brown’s statements on Iraq and 
other national issues such as education 
and health now command almost as 
much attention on television news as 
those of the big-party leaders. It may be 
too early to declare the Greens the new 
third force. But Miss Lohrey argues that 
their current level of support could make 
them the dominant minor party in the fed- 
eral election due next year. Dr Brown goes 
further by suggesting that the party could 
win eight seats in the 76-seat Senate. That 
would make the Green Party a force to con- 
tend with. m 
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American diplomacy 


Collateral damage 


WASHINGTON, DC 





Gloom is settling on those who want to look beyond Iraq to repair America’s 


relations with the rest of the world 


UR task, said Tony Blair delicately, is 

to work out “the diplomatic implica- 
tions of recent events for the future.” He 
was speaking before his meeting last week 
with President George Bush at Camp Da- 
vid. But his words reflect a concern which 
goes beyond Britain: that the diplomatic 
crockery smashed before the Iraq war 
needs to be glued back together, for every- 
one’s sake—and the sooner, the better. 

The diplomatic costs of war in Iraq, at 
least in the view of the rest of the world, 
have been large. Relations with France and 
Germany, once two of America’s closest 
allies, are barely cordial. For 50 years, Tur- 
key too was one of America’s most reliable 
partners. Now, Turkish peasants have 
taken to stoning American military vehi- 
cles, and America is moving its aircraft 
from Turkish bases to Kuwait. 

Still more collateral damage has been 
done to America’s relationship with Rus- 
sia, which had been steadily growing 
warmer during Vladimir Putin’s presi- 
dency. Mr Bush paid scant heed to Russian 
objections to an attack on Iraq. This has 
emboldened hardliners who have long ar- 
gued that their country was not getting 
enough from improved ties with America 
(see page 46). Russia's parliament has re- 
fused to ratify a treaty cutting American 
and Russian nuclear arms by two-thirds. 

Mr Blair is not alone in worrying about 


the implications of all this for interna- 
tional order and security. Others also 
seem to want to cool tempers. Gerhard 
Schróder, the German chancellor, last 
week said he thought “a sensible working 
relationship" with Mr Bush was still possi- 
ble. He left open the chance that Germany 
might contribute financially to Iraqi re- 
construction. Officials have hinted that 
Germany might also be willing to back a 
United Nations resolution endorsing an 
American-led transitional government in 
Iraq, so long as authority was handed over 
to the UN as soon as possible. 

Even Jacques Chirac, the French presi- 
dent, has been downplaying his differ- 
ences with Mr Bush. During the prolonged 
wrangling this spring within the UN Secu- 
rity Council, Mr Chirac became the Bush 
administration's nemesis. Now the French 
leader says that he, too, wants to avoid an 
adversarial relationship with the world's 
only superpower. 

But is the Bush administration ready, or 
willing, to respond to these overtures? The 
answer to that question is still far from 
clear. On the positive side, it sent Colin 
Powell, the secretary of state, to Turkey this 
week, and he stopped off in Brussels on 
the way back for talks with NATO and 
European foreign ministers. 

Mr Powell's trip mattered, if only be- 
cause (like most administration members) 
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he travels so rarely. Admittedly, the trip 
was partly to deal with the urgent pro- 
blems of war, not the long-term health of 
the two countries’ alliance. Mr Powell won 
agreement from the Turks to ship food, fuel 
and humanitarian aid across their border 
into northern Iraq, and he seems to have 
succeeded in restraining the Turks from in- 
vading Iraq themselves. By just travelling 
all the way to Turkey, Mr Powell pleased 
his hosts. And his visit came right after an 
administration request to Congress for $1 
billion in fresh grants and loans to Turkey. 

Repairing ties with Turkey should be 
relatively straightforward, because there is 
an obvious bargain to be made: a resump- 
tion of American support for Turkey over 
EU membership and over backing from 
the International Monetary Fund in ex- 
change for Turkish co-operation during the 
war, especially in the sensitive task of deal- 
ing with the Kurds. It is not yet clear 
whether this bargain will stick. But here, at 
least, is a chance for America to piece to- 
gether some of the crockery. 

Two other issues present a much bigger 
challenge: the so-called “road map” for a 
resolution to the Israeli-Palestinian conflict 
and the question of who will run a post- 
Saddam Iraq. At his summit with Mr Blair, 
Mr Bush promised to publish the road 
map-a series of steps which America 
wants the Palestinians and Israelis to take 
to restart the peace process. This could, in 
theory, improve America’s relationship 
with both the Arab states and Europe. 

The trouble is that the map has already 
run into criticism from both parties who, 
though they have accepted it in general, 
want to make a dozen amendments. It 
seems unlikely that publication itself will 
change much. It is also unclear how much 
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> would improve American ties with the 
Arab world: the general Arab attitude is 
that the road map is a surrender imposed 
on à crippled Palestinian Authority. More- 
over, any progress would require America 
to put real pressure on Israel. No one in the 
Bush administration has so far shown 
much stomach for this. 

An equally big stumbling block to 
patching up relations with others will be 
the fraught question of who will run a 
post-Saddam Iraq. On March 28th, the Se- 
curity Council voted to restart the UN’s oil- 
for-food programme under Kofi Annan's 
authority. The programme had fed more 
than half of Iraq's population. To win 
agreement, the Americans dropped their 
insistence that the UN co-ordinate its relief 
efforts with the American military com- 
mand in Iraq. Before that, at the Azores 
summit on the eve of war, Mr Bush said he 
wanted the UN to endorse the post-war in- 
terim government in Baghdad. That sug- 
gested he was willing to give others a role. 

But what sort of role? Mr Blair wants 
the UN to be "centrally involved" in post- 
war Iraq. That does not seem to be what 
the administration intends. "We didn't 
take on this huge burden," Mr Powell told 
Congress last week, “not to be able to have 
significant, dominating control." 

In short, the question of international 
involvement in the post-war settlement is 
open, at best. There are few signs that the 
Bush administration really wants others to 
participate in reconstruction and even 
fewer signs that others have accepted 
what the administration wants, an Ameri- 
can-controlled interim authority. 

Perhaps this impasse is temporary. The 
White House itself is entangled in a basic 
rule of politics—the immediate drives out 
the urgent. It is also worth pointing out 
that there was a stage in the Afghan con- 
flict when no one knew who would run 
the interim government or where re- 
construction money would come from. 
Suddenly Hamid Karzai appeared, and the 
Tokyo conference promised billions. As 
one senior official puts it: "We're not yet in 
a post-conflict situation. The most impor- 
tant thing is to win the war." 

That said, there are more daunting ob- 
stacles. The administration is divided, as 
usual. The State Department wants to 
mend the crockery. Diplomats apply the 
term "post-war reconstruction" to Amer- 
ica's broken alliances, not just Iraq. But 
two groups within the administration op- 
pose them. One group says it is too early 
for diplomacy. The outcome of the Iraq 
war will fix automatically most of the diffi- 
culties, it claims. Engaging in diplomatic 
processes for their own sake is foolish. The 
other group, more brutally, wants revenge. 
Mr Bush's White House believes fervently 
in loyalty-and Messrs Chirac and 
Schróder are regarded as disloyal. 

Worryingly, neither of these two 


groups accepts what is so evident abroad: 
that war in Iraq has caused significant 
damage to American interests. They see 
the conflict through the prism of the Anti- 
Ballistic Missile treaty and the Kosovo and 
Afghan wars. In each case, they argue, 
America took a decision, others com- 
plained bitterly, but then later endorsed 
the outcome. Two weeks of combat, after a 
failure to win a second UN resolution, 
have not been enough to change their 
minds. Until that happens, Mr Bush seems 
unlikely to follow Mr Blair in investing real 
political capital in the transatlantic alli- 
ance. Those hoping for a big American dip- 
lomatic effort may be waiting in vain. m 


Budget politics 


Mushy moderates 


WASHINGTON, DC 
Republican moderates have clout. They 
just don't know how to use it 


ODERATE Republicans have been a 
political species long reputed to be 
close to extinction. But reports of their 


death seem to have been greatly exagger- 


ated. In recent weeks they have been caus- 
ing a commotion on Capitol Hill. Their de- 
fections in the Senate defeated the Bush 
administration's latest attempt to permit 
oil drilling in Alaska's wildlife reserve and 
halved the size of George Bush's tax cut 
from $726 billion over ten years to $350 bil- 


Olympia stands firm, maybe 








> 


lion. Even in the more conservative, and 
more disciplined House of Represen- 
tatives, opposition from moderates forced 
House leaders to modify the spending cuts 
in their budget proposals. Do these victo- 
ries mean centrist Republicans are becom- 
ing a serious political force, capable of un- 
dermining Mr Bush’s domestic agenda? 

Probably not. In the House of Represen- 
tatives, the number of moderate Republi- 
cans is small and the number willing to 
take on the Bush administration publicly is 
smaller still. This is especially true when it 
comes to top priorities, such as tax cuts. 
Tom Mann, a political analyst at the Brook- 
ings Institution, reckons that around 30 
House Republicans would prefer no new 
tax cuts. And yet far fewer than this num- 
ber raised any objections at all publicly 
and only 12 actually voted against the bud- 
get resolution. 

What explains the moderates’ timid- 
ity? Party leadership plays a big role. The 
Republican machine in the House is one of 
the most effective in decades. The White 
House, too, has a formidable reputation 
for not forgiving, or forgetting, dissent. 
From lobbyists to congressmen, the refrain 
is that you cross “team Bush” at your peril. 
Fear of challengers at the polls also muz- 
zles centrists, particularly since conserva- 
tive activists founded the Club for Growth, 
a political group whose explicit goal is to 
support conservative tax-cutting candi- 
dates to challenge moderate Republicans 
in primaries. 

In the traditionally more independent 
Senate, Republicans’ willingness to dis- 
agree with their leaders is greater. And 
given the tiny Republican majority, the 
half dozen centrist Republican senators 
wield enormous potential power. Just 
three defections were enough to halve the 
tax-cut plan. However, centrist Republican 
senators are more a collection of unpre- 
dictable individualists than a coherent po- 
litical grouping, and this has weakened 
their clout. 

John McCain, chief Republican maver- 
ick, has argued loudly, and firmly, against 
any tax cuts. He even voted against the 
$350 billion figure. Lincoln Chafee, a 
Rhode Island senator, claims to be against 
any tax cuts but voted in favour of the $350 
billion. Olympia Snowe, a moderate from 
Maine, and George Voinovich, a fiscal 
hawk from Ohio, were pivotal votes for 
slimming the size of the cut. But both have 
already hinted that they could live with a 
bigger tax cut when the final package is 
hammered out between the House and 
Senate. And both are under extraordinary 
pressure from the White House. 

Other moderates have already caved in 
to the administration. Arlen Specter, a cen- 
trist from Pennsylvania, voted for Mr 
Bush's budget plans, even though he ini- 
tially voted against the 2001 tax cut, prefer- 
ring instead to spend more money on edu- » 





> cation. (It is no coincidence that he faces a 
tough primary challenge from a conserva- 
tive financed by the Club for Growth.) 

Given the moderates’ inability to stick 
together, it is not surprising that both the 
White House and Republican congres- 
sional leaders are confident that the final 
tax-cut figure will be much higher than 
$350 billion. The most conservative con- 
gressmen, who are much better at lobby- 
ing as a group, are threatening to oppose a 
smaller cut. Although the haggling is likely 
to continue for several more days, there is 
talk of a compromise figure between $500 
billion and $600 billion. That would be 
enough to accelerate all the reductions in 
income tax that Mr Bush's 2001 cut intro- 
duced gradually, and to leave room for re- 
ducing by half the taxation of dividends, 
though not eliminate it, as the White 
House wants. This is not quite as much as 
Mr Bush asked for. But with deficits 
stretching as far as the eye can see, itis still, 
according to your point of view, either 
pretty bold or pretty reckless. m 


Affirmative action 


It is so ordered 


The Supreme Court wrestles with racial 
preferences 


HOEVER chose April ist as the day 

for oral arguments before America’s 
Supreme Court on two affirmative-action 
cases must have had a sense of humour. 
The task of resolving America’s heated de- 
bate about the use of racial preferences in 
university admissions looks, indeed, like 
something of a fool’s errand. Whatever the 
court decides, it seems bound to leave 
plenty of people unhappy. 

Of course, the court's nine justices have 
often handed down unpopular decisions. 
And they are used to ignoring the kind of 
noisy protests outside their building 
which occurred this week. But unless they 
can fashion a solution widely viewed as 
fair, their ruling could inflame passions on 
both sides and leave the nation’s universi- 
ties wrestling with an even more intracta- 
ble problem than they faced after the 
court's last ruling on the issue 25 years ago. 

Righting past wrongs towards African- 
Americans is no longer the prime rationale 
for affirmative action, at least in university 
admissions. Current affirmative-action 
policies—which now usually include His- 
panics as well as African-Americans-aim 
to maintain racial diversity, which Amer- 
ica's top universities argue is an educa- 
tional priority. Diversity helps to break 
down racial stereotypes, they say, and 
equips all students to become leaders of a 
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multi-ethnic country by exposing them to 
a broad range of views. The bald but unfor- 
tunate fact is that if race were not taken 
into account, few blacks or Hispanics 
would win admission to top universities 
or law and medical schools based on 
grades or test scores alone. 

Polls show widespread support for the 
idea of diversity, among students as well 
as the general public. On the other hand, 
polls also show growing resentment 
among whites and Asian-Americans at the 
admission of less-qualified blacks and His- 
panics to elite institutions, where compe- 
tition for places can be fierce. There are 
also growing calls for a return to the ideal 
which first launched America's civil-rights 
movement-that no one should be judged 
by the colour of their skin. 

The two cases before the court this 
week have been brought against the Uni- 
versity of Michigan and its law school by 
white students who claim that they were 
unfairly denied admission. They argue 
that this is contrary to fundamental guar- 
antees of equality in the constitution's 
Fourteenth Amendment as well as the 
1964 Civil Rights Act. 

Thetwo cases have attracted enormous 
attention. A record number of "friends of 
the court" briefs have been submitted to 
the court. In January George Bush, follow- 
ing a tense debate within his administra- 
tion, ordered the solicitor-general to file a 
brief on the side of the students and spoke 
personally against the university's admis- 
sions policies. 

Supporting Michigan are many other 
leading universities, both public and priv- 
ate, as well as hundreds of large compa- 
nies, state governments, trade unions, pro- 
fessional associations, and former 
military leaders. This broad coalition 
backs the diversity goal of current affirma- 
tive-action policies and does not want to 
see them abolished. And yet the diversity 
exception to anti-discrimination rules rests 
on a remarkably shaky legal foundation. 

Diversity was first endorsed by the Su- 
preme Court in its 1978 Bakke decision. Al- 
though that decision became a landmark, 
it was one of the most fractious and com- 
plicated in the court's history, with the 
nine justices picking apart each other's 
published opinions and dissents, para- 
graph by paragraph. 

The late Justice Lewis Powell wrote for 
a five-vote majority, ruling out a specific 
racial quota to ensure that enough African- 
Americans were admitted to the Univer- 
sity of California's medical school. Oddly, 
Powell's opinion also sided with the other 
four justices ruling that, although numeri- 
cal quotas were illegal, race could be taken 
into account in admitting students, but 
only as one of many other factors. For 
Powell, racial "diversity" was a "compel- 
ling state interest" which allowed an ex- 
ception to the Fourteenth Amendment's 





Please discriminate 


general stricture against racial discrimina- 
tion, but only if the method used was "pre- 
cisely tailored" to that goal. But some of 
the other justices supporting affirmative 
action wrote yet more opinions, sticking 
with the earlier rationale that affirmative- 
action policies were justified as a remedy 
for past discrimination. Powell alone 
seemed to lay the entire weight of his sup- 
port for racial preferences on "diversity". 

For those hoping that the court will 
now overrule Bakke and sweep aside affir- 
mative action as anachronistic and unfair, 
the Bush administration's brief was a dis- 
appointment. The result of a political 
fudge, the brief endorses the University of 
Michigan’s goal of racial diversity, and 
only quarrels with its complex system of 
awarding “points” to minority applicants 
as, in effect, a disguised and illegal quota. 
Instead, the Bush administration argues 
that other “race neutral” forms of admis- 
sion can achieve similar results and points 
to, among others, Mr Bush’s home state of 
Texas, where the top 10% of students from 
all of the state’s high schools are admitted 
to the University of Texas. 

Critics say this is disingenuous. Such an 
approach produces racial diversity at the 
university level only because of racial seg- 
regation among high schools, and it con- 
tinues to discriminate against better stu- 
dents at some schools in favour of duller 
ones at others. Moreover, it will fail in 
many states with different patterns of seg- 
regation, or for private universities and 
law or medical schools, which accept stu- 


dents from across the nation. The adminis- » 
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> tration, on this view, is asking the court to 
tinker yet again with racial preferences to 
make them less objectionable, not to scrap 
them altogether. 

Tinkering, in fact, is what the court 
seems most likely to do. Observers expect 
it to be split down the middle, with the 
“swing” justice, as in so many other cases, 
being Sandra Day O’Connor. As the first 
woman ever appointed to the court, Jus- 


tice O’Connor is herself a beneficiary of af- 


firmative action of a different sort, and she 
praised the benefits of gender diversity in 
anew book. Her sceptical questions at the 
oral hearing this week did not bode well 
for affirmative action's opponents. On the 
bench, she has been an incrementalist, 
and is usually reluctant to endorse the di- 


rect overturning of precedents as impor- 
tant as Bakke. 

The court does sometimes spring sur- 
prises. And yet, even if it unexpectedly 
rules out all affirmative-action policies, 
that may not be the end of the matter. Top 
universities are unlikely to abandon their 
attempts to recruit minority students and 
will probably pursue them through va- 
rious "outreach" programmes in high 
schools. These too could become the target 
of lawsuits, as could other factors aside 
from race used by university adminis- 
trators to shape their student bodies, such 
as geography, gender and the so-called 
“legacy” preference—the extra consider- 
ation given to the children of alumni or 
contributors. N 





Arts funding 


Penny pinching 


Arts organisations across the country are running out of cash 


€€ TN ART, economy is always beauty," 

wrote Henry James. America's belea- 
guered museum and opera-house direc- 
tors must hope that he was right. Across 
America, hard times have left arts budgets 
in sorry shape. The Metropolitan Museum 
is grappling with a $5m deficit this fiscal 
year, with a further gap of $8m projected 
for next year. The Pittsburgh Symphony is 
$2m in the red. Symphonies in Colorado 
Springs and San Jose have gone bankrupt, 
and the Houston Symphony, also in the 
red, was hit by a musicians' strike last 
month. 

Falling donations are much to blame. In 
2001 charitable contributions to the arts, 
culture and humanities reached $12 bil- 
lion—or 5.7% of all American philan- 
thropy, according to Giving USA, a publica- 
tion which tracks charitable contributions. 
Since then donors, battered by declining 
stockmarkets, have been closing their wal- 
lets. Stockmarket falls have also reduced 
income from endowments, and shrinking 
profits have hurt donations from compa- 
nies. Many foundations have shifted their 
attention away from the arts to other wor- 
thy causes, such as vaccination and educa- 
tion, reports Andras Szanto, deputy direc- 
tor of the National Arts Journalism 
Programme at Columbia University. 

The squeeze on overall state budgets 
has made things still worse. California and 
Massachusetts chopped arts spending by 
half and 62% respectively in fiscal 2002-03, 
and across the nation state-spending on 
the arts fell 13.495, according to the National 
Assembly of State Arts Agencies. Colo- 
rado, New Jersey, Arizona and Missouri 


are talking of eliminating their state arts 
councils, which distribute grants to artists. 
Some cities too are trimming: in New York, 
Michael Bloomberg, the mayor, cut arts 
funding by 6*6 this year. Deeper cuts are 
probably on the way. 

Another headache is falling visitor 
numbers. Around 20% of all arts funding 
comes from ticket sales; still more from 
spending in gift shops and cafés. But tou- 
rism is down since the September 11th ter- 
rorist attacks. Attendance at the San Fran- 
cisco Museum of Modern Art has fallen 


A few more notes would help 
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13% since 1999. War in Iraq this year is un- 
likely to help revive visitor numbers. 

To stop from falling too far into the red, 
museums and operas are cutting perfor- 
mances and opening hours (the San Fran- 
cisco Opera will have a quarter fewer pro- 
ductions by 2005-06). Staff too are being 
laid off, or taking pay cuts. Musicians at the 
San Antonio Symphony have even played 
without pay. 

This penny-pinching hurts all the more 
because it mocks the big expansions un- 
dertaken in the 1990s. Now, says Mr 
Szanto, some snazzy new buildings are un- 
derstaffed or filled with thinner program- 
ming. The brashest of these efforts was the 
Guggenheim, which was forced to close 
part of its Las Vegas branch in January, 
barely a year after it opened. Plans for a 
second New York City Guggenheim have 
also been shelved. Undaunted, the Gug- 
genheim is in negotiations about opening 
a new branch in Rio de Janeiro. The local 
government is supposed to provide the 
money. Given Brazil's own budget pro- 
blems, this seems optimistic. Other muse- 
ums have abandoned their expansion 
plans. Last December the Los Angeles 
County Museum of Art postponed plans 
for a fancy renovation and expansion that 
could have cost over $200m. 

Amid the wreckage, a few museums 
are moving boldly ahead. The Museum of 
Modern Art in New York began a big ren- 
ovation last year, which is due to be fin- 
ished in 2005. The Kennedy Centre in 
Washington, DC, is embarking on a $650m 
project that will bring an elaborate new 
plaza and buildings. But $400m of this (the 
cost of reworking the adjoining mess of 
roads) will be paid for by the federal gov- 
ernment. Arts organisations outside the 
nation's capital have not been so lucky. m 
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George Bush possesses the most important quality of a war leader—determination 





EORGE BUSH could hardly have worse qualifications for the 

job of war leader. He wriggled out of serving in Vietnam, 
ran for the presidency promising to keep America out of foreign 
entanglements, and enjoys a rocky relationship with a resource 
that Winston Churchill regarded as more important than bombs 
and bullets: the English language. 

But just look at him now. The frat boy president is leading 
America in one of the most divisive wars in decades, a war that 
has strained long-standing alliances, inflamed the Arab street 
and alienated a fifth of the American population. How is he do- 
ing? Is he growing in stature? Or is war finally exposing his limits 
as a leader? 

Two weeks into the war, he has already established a clear 
leadership style. Mr Bush's fellow Texan, Lyndon Johnson, 
shoved his nose into the smallest details of the Vietnam war. He 
chose bombing targets, visited the war zone and appeared on 
television so often that the war looked like a personal crusade. At 
one low point during the conflict, he even had a scale model of 
the battlefield constructed in the White House so that he could 
play military commander. 

Mr Bush is much less hands-on. You cannot quite accuse him 
of being above the fray. He personally took the decision to kick- 
start the war with a missile attack on Saddam's headquarters. He 
has forcefully backed his defence secretary, Donald Rumsfeld, in 
the growing argument about whether Mr Rumsfeld's war plan 
puts too few boots on the ground. He makes regular public ap- 
pearances with soldiers in uniform. The White House is well 
aware that, back during the Iranian hostage crisis, Jimmy Carter 
lost his emotional bond with the American people because he 
made so few public appearances. 

But Mr Bush shows a firm grasp of the principle that less can 
be more. He is being careful to avoid second-guessing his cabinet 
ministers or micro-managing his troops. (One interfering civil- 
ian, in the form of Mr Rumsfeld, is more than enough) He is be- 
ing equally careful not to personalise the conflict with a man 
who has tried to kill his father. 

So far this style is going down pretty well. The latest Gallup 
poll shows that 71% of Americans approve of his job perfor- 
mance. But Mr Bush has to negotiate three pitfalls if he is going to 











keep the momentum in the coming months. 

The first is that he is such a polarising figure—a divider 
than a uniter. Mr Bush's "bounce" in the opinion polls fro: 
war has been relatively small—about ten points rather than 
26 points that his father enjoyed. America has entered wha 
could be a protracted war with a good chunk of its own popu 
tion firmly set against the enterprise. Tony Blair has manage 
persuade a surprising number of people in Britain, thanks to the 
sheer force of his intellect and conviction. Mr Bush has suc- - 
ceeded only in reinforcing entrenched attitudes. “i 

The second weakness is that he is trying to advance on the | 
domestic as well as the military front. Mr Bush is determined not 
to repeat his father's mistake of winning the war in the Gulf but ` 
losing people's confidence at home. But this is easier said than 
done, particularly given his highly partisan agenda. Mr Bush is 
encountering stiff resistance on Capitol Hill from both Demo- 
cratic snipers and Republican turncoats. In the past few weeks 
the Senate has halved his tax cuts and shot down his plans for 
drilling in Alaska. 

The third is his famously twisted tongue. Some of his recent 
off-the-cuff performances have been painful to watch. In the 
Azores he sounded as if he were recovering from a lobotomy. 
His press conference on March 6th was a canned affair: a repe- 
tition of familiar mantras rather than a genuine attempt to ad- 
vance arguments or engage with criticism. 

But none of this will necessarily do him much harm, short of 
a complete military debacle. The American public had no illu- 
sions that war with Iraq would be a cakewalk. Far more Ameri- 
cans think that the war will last for more than a year (14%) than 
think that it will be over in less than a month (6%). More than a 
quarter think it will last for up to six months. The more the Iraqis 
resort to suicide bombings and talk of taking the jihad to Amer- 
ica, the more they confirm the administration's argument that 
Saddam Hussein and Osama bin Laden are twin faces of the 
same evil. 

Mr Bush has a reasonable chance of covering his flank on the 
domestic front, snipers or no. If he succeeds in passing his tax 
cuts, he will galvanise his Republican base; if he fails to get them 
through, he can always blame the Democrats. Even Mr Bush's 
ability to drive his critics nuts may prove to be a godsend. Every 
time that America hears from the likes of Michael Moore, a film 
maker who turned the Oscar ceremony into an excuse for Bush- 
bashing, Mr Bush strengthens his hold over the mainstream. 

And is Mr Bush's twisted tongue really as important as jour- - 
nalists imagine? At first, even Abraham Lincoln was widely re- - 
garded as a tongue-tied country bumpkin. Dwight Eisenhower 
was famously inarticulate. George Bush is capable of delivering 
fine set-piece speeches (though no one believes he will ever 
come up with a Gettysburg address). He is also a master at press- 
ing the flesh with military people, something that he will have to 
do often in the coming weeks. 

Mr Bush's obvious weaknesses are more than offset by his 
biggest strength: dogged determination. So far his presidency 
has been a study in stubbornness- in setting clear goals and pur- 
suing them regardless of the costs or consequences. His two fa- 
vourite war leaders, Churchill and Lincoln, were both models of 
stubbornness. This stubbornness helps to explain why Mr Bush 
enjoys such high levels of trust from Americans. It also explains 
why so many foreigners fear that he is quite prepared to shake 
the world to its very foundations. 8 
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Reforming Brazil 


Lula's great pension battle 


SÀO PAULO 





The government prepares to unveil two all-important reforms 


EHAS spent his first 100 days plotting 

strategy and marshalling forces. Now 
Luiz Inácio Lula da Silva, who took office as 
Brazil’s president on January ist, looks 
poised to strike. "When you're in opposi- 
tion, you can strut about because you 
don't have to manage anything," a feisty 
Mr da Silva told businessmen in São Paulo 
last week. “Now that we're in government 
we have to act.” By that he means sending 
the two proposals that could make or 
break his presidency—for reforms of pen- 
sions and the tax system—to Congress this 
month. He wants to deliver them on foot, 
marching at the head of a column formed 
by Brazil’s 27 state governors. 

A complex and burdensome tax code 
and a wasteful and money-losing pension 
system are two of the main reasons for Bra- 
zil’s slow economic growth and notorious 
inequality. But they benefit powerful 
groups. Persuading Congress to change 
them will be along slog. The government's 
first big legislative victory, on April 2nd, 
may set the pattern. The lower house of 
Congress voted for a constitutional 
amendment to pave the way for granting 
autonomy to the Central Bank, overcom- 
ing resistance from radicals within Lula's 
own Workers' Party (PT). Butthe dissidents 
extracted a price: the government will not 
introduce a bill to grant the bank auton- 
omy without further consultations. 

The government's most urgent task is to 
reform the pension scheme for civil ser- 


vants, which is an affront to equity as well 
as fiscal responsibility (see chart. It is not 
mere arithmetical coincidence that the 
public-sector pension system, which 
benefits only 2.5m Brazilians, runs a deficit 
just shy of the budget surplus (before inter- 
est payments) of 4.25% of GDP which the 
government must maintain to stabilise the 
public debt, and which constrains its 
spending on the poor. By contrast, the pub- 
licly-administered scheme for private-sec- 
tor pensioners helps 20m people and has a 
deficit of just 1.3% of Gpp, though this, too, 
is growing. 

Brazil's government pensions are "the 
most generous in the world", says Flávio 
Rabelo of the Fundação Getulio Vargas, a 
business school in Sao Paulo. Civil ser- 
vants do not merely retire on full salary; 
they get, in effect, a pay rise because they 
stop paying contributions into the system. 
Most women retire from government ser- 
vice at around 50 and men soon after- 
wards. A soldier's widow inherits his pen- 
sion, and bequeaths it to her daughters. 

Lula intends to trim rather than chop. 
The government is expected to propose 
five main changes: 

e Raising the minimum age for retirement 
by seven years (to 60 for men and to 55 for 
women). 

* Doubling, to 20 years, the time people 
must work in government to qualify for a 
civil-service pension. 

e Obliging future retirees to continue to pay 
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pension contributions. 

e Reducing the benefits of widows and 
other dependants to 70% of the original 
pension (and cutting off soldiers' daugh- 
ters at 21). 

* Subjecting newly-hired civil servants to a 
regime similar to that for private-sector 
workers. This caps pensions (at 1,561 reais, 
or $465, a montb); they can be topped up 
by voluntary schemes. 

With all of this, the federal government 
expects to save 1.7 billion reais next year— 
the cost of Lula's pet Zero Hunger anti-pov- 
erty programme. To this should be added 
savings by state and municipal govern- 
ments, and in military and other special 
pension schemes. Overall, guesses Alex- 
andre Marinis of CSFB, an investment 
bank, in its first year the reform would 
yield savings of 0.5% of GDP at most. 

That would be helpful, but not earth- 
shaking. Lula could raise an extra 4 billion 
reais a year by levying a tax on existing 
pensioners, but seems reluctant to tussle 
with the Supreme Court over the issue. He 
could also break the link between salaries 


and pensions. This makes it prohibitively »» 
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> expensive to reward workers properly, 
points out José Cechin, a former social-se- 
curity minister. But Lula’s proposal is un- 
likely to tackle this. 

Caution does not guarantee smooth 
passage. A group of public-sector unions, 
most linked to the PT, plans a one-day prot- 
est strike on April 8th. The head of the uni- 
versity professors' union spoke of his 
members' "feeling of betrayal, of revolt". 
Mr da Silva is unfazed. He says he will 
"confront" opposition from within the 
ranks of his own supporters. 

The president's governing alliance 
lacks a majority in Congress. He hopes to 
rectify this by bringing in the Party of the 
Brazilian Democratic Movement, a large 
centrist group, but that may not happen 
soon. Opposition parties support reforms 
in principle, but have little incentive to 
make life easy for a president whose party 
opposed those self-same reforms when 
they were in power. 

The betting is that Congress will ap- 
prove modest and piecemeal changes to 
pensions this year. The same may even go 
for tax, where the government's main 
wish is to unify a patchwork of state value- 
added taxes. In each case, this would 
amount to less than total victory for Lula, 
but it would be progress, of a sort. 8 


Corruption in Chile 
Losing its shine 


SANTIAGO 
Whatis going wrong in Chile? 
INANCIAL markets and politicians 
alike shrugged off the resignation this 
week of Carlos Massad, the president of 
Chile's central bank. But the fraud that 
caused his downfall has tarnished the 
country's reputation for financial probity. 
Mr Massad, who was only a few 
months into a second five-year term, did 
nothing wrong himself. But early in Febru- 
ary, he discovered that his secretary had 
been selling market-sensitive information 
to Inverlink, a local financial group. The 
news triggered Inverlink's collapse, as sav- 
ers yanked their money from its mutual 
funds. That in turn uncovered another 
scam: Inverlink had also been bribing an 
employee at Corfo, the state economic-de- 
velopment agency, to “lend” it certificates 
of deposit (cps) as collateral for short- 
term operations in which it cashed in on its 
inside information. To raise funds to cover 
withdrawals, it began selling these CDs. 
Over $100m-worth were sold to mutual 
funds and other local institutions before 
Corfo discovered the theft. 
The Inverlink affair has undermined 
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Vegas, south and by the sea 


MEXICO CITY 


A battle to bring casinos to Mexico 


ECENTLY tarted up, and packed on 

race days, Mexico City's enormous 
Hipódromo looks like the shining jewel 
in a thriving gambling industry. Not so: 
under a 1947 law, Mexico banned all 
forms of gambling, unless explicitly au- 
thorised by the federal government. And 
the government has handed out permits 
only to the racecourse, and to a few 
chains of off-course bookies. 

For the past few years, legislators 
have tried to overturn the gambling ban, 
one of the strictest in the Americas. A 
majority in Congress is thought to be in 
favour of allowing casinos across the 
country. Now, supporters are trying to 
hammer out a legislative proposal be- 
fore Congress goes into recess in July. But 
they are running into resistance. 

The champions of casinos offer a vi- 
sion: of turning Mexico's holiday resorts, 
such as Cancun, Los Cabos or Puerto Va- 
llarta, into Las Vegas-by-the-sea. Salva- 
dor Cosío, of the formerly ruling 
Institutional Revolutionary Party (PRI), 
who comes from Puerto Vallarta, points 
out that Mexico's tourist industry is 
highly seasonal: only one hotel room in 
two is taken in the slow months be- 
tween April and December. He reckons 
casinos would provide a year-round at- 
traction for Americans and Europeans. 
The government agrees: it estimates that 
casinos could stimulate a 30% rise in for- 
eign tourists, most of them from the Un- 
ited States. After all, runs the argument, 
you can take in a fake Paris or Venice 
after clearing the tables in Vegas, but you 
cannot then go and roast on a real beach. 

Mr Cosio stresses the benefits: a plan 
for an $80m casino in Puerto Vallarta 
owned by local authorities in partner- 
ship with Quebec's provincial govern- 
ment would generate not just 1,700 jobs 
but extra government revenues. But he 


public confidence in mutual funds: in 
March, savers withdrew $1.5 billion, or a 
quarter of the industry's total assets. And 
the secondary market in cps has stalled, 
pending new procedures for verifying 
their ownership. To make matters worse, 
the government at first insisted that the 
mutual funds, rather than Corfo, should 
pay the bill. 

All of this follows two other scandals. 
Bribes were paid at the Transport Ministry. 
And the Public Works Ministry used irreg- 
ular payments from contractors to top up 
officials' salaries, and perhaps to fund po- 
litical parties. The amounts involved are 


TOMORROW 





vA PAN AMERICAN 
When high-rollers flew south 


faces a hard sell. Many Mexicans think 
of gambling as being linked to drug-traf- 
ficking and organised crime. The 1947 
law was a response to the sordid reputa- 
tion of the casinos opened along the 
frontier with the United States in the 
1920s and 1930s. 

Opponents play on that reputation. 
Casinos would become centres for laun- 
dering drug money, argues Daniel Oli- 
vares, who heads a pressure-group that 
supports the ban. He has allies in the 
leftish Party of the Democratic Revolu- 
tion, who worry that in a country where 
40% are poor, many are vulnerable to 
addictions of any kind, including gam- 
bling. So the gambling lobby may have 
the numbers in Congress, but the dice 
could still be loaded against change. 


relatively small. It reflects well on Chile 
that they have caused so much fuss, and 
are being investigated. Even so, they have 
dented its claim to differ from its neigh- 
bours in being squeaky clean. “Now we 
know Chileans are human after all,” notes 
Arturo Porzecanski, who follows emerging 
markets for ABN-Amro, a Dutch bank. 

So far, the scandals do not appear to 
have deterred foreign investors, nor 
dented President Ricardo Lagos’s public 
standing. But his government now has the 
job of restoring confidence by improving 
the regulation of financial markets and of 
the public administration. 8 





Argentina's economy 


Poised for growth? 


BUENOS AIRES 


The Duhalde government has achieved more than its critics allow, but less than it 


might have 


RGENTINA passed another milestone 
last week on its long, hard road back 
from economic collapse. Roberto Lavagna, 
the economy minister, announced a four- 
month timetable for lifting the last remain- 
ing controls on bank savings, affecting $4.8 
billion in deposits. Although a third of this 
sum will be repaid in government bonds 
(if Congress approves), for the first time 
since late 2001 Argentines will have free 
access to their savings. The central bank 
has also announced a further easing of the 
capital controls imposed last year and this 
week itrevealed a plan to buy back most of 
the outstanding scrip (funny money) is- 
sued by cash-strapped provinces. 

These measures follow many other 
signs of incipient recovery in Argentina. 
The peso has appreciated steadily (see 
chart). Inflation, after surging a year ago, 
has subsided. Mr Lavagna reckons that the 
economy will grow by more than 4% this 
year. By the ugly expedient of threatening 
to default on its loans to official creditors, 
the government in January extracted a 
temporary agreement from the 1Mr, de- 
spite bitter opposition from the Fund's 
staff. Thanks to all of this, the next presi- 
dent, who is due to take office on May 25th 
after an election this month, will enjoy a 
better inheritance than the past two—or so 
Mr Lavagna contends. 

President Eduardo Duhalde-installed 
by Congress in January 2002 after his 
predecessor resigned—and his officials ar- 
gue that they have hauled Argentina out of 
its deep hole, but been given little credit for 
it. That is partly true. Largely unnoticed at 
the time by outsiders, Mr Lavagna began in 
mid-2002 to get a grip on fiscal and mone- 
tary policy. That halted inflation, and the 
free-fall of the peso and the economy. At 
the same time, the devaluation of January 
2002, chaotic though it was, has started to 
do its work: exports are growing, and local 
products are being substituted for imports. 
Farmers are doing well: this year's harvest 
is close to a record. Factories are no longer 
being closed; indeed, some industries, 
such as textiles, which could not compete 
under the previous fixed exchange rate, are 
starting to revive. Tourism is booming: for- 
eigners are flocking to Patagonia. As 
newly-poor Argentines stayed at home, 
the country's Atlantic resorts had their 
best summer since 1992. 

Two big criticisms are made of Mr Du- 
halde's record. The first concerns his initial 
bungling of the devaluation, in which 





The gauchos glimpse a future 


bank deposits and loans were converted 
by diktat to pesos at different rates. The sec- 
ond concerns what his team has not done. 
Four big obstacles still block the road to 
sustained economic growth. The first is the 
public debt. Argentina defaulted on 
roughly $60 billion in bonds in December 
2001. However, since then, the govern- 
ment has issued (or announced) new 
bonds totalling $27 billion, mainly to com- 
pensate banks and savers for the conver- 
sion to pesos. But it has yet to start talks on 
restructuring its debt. Since almost 
700,000 creditors in seven different legal 
jurisdictions are involved, these talks will 
be long and difficult. And it is hard for Ar- 
gentina's companies to renegotiate their 
debts until the government has done so. 
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Second, even if the government per- 
suades creditors to accept a write-down of 
70% of the value of the defaulted bonds, if 
itis to service its other debts it must gener- 
ate a primary fiscal surplus (ie, before in- 
terest payments) of 4-5% of GDP, reckons 
Miguel Broda, an economic consultant. 
That is something Argentina has rarely 
managed in living memory. 

A start has been made. The govern- 
ment has resisted pressure to raise public- 
sector wages, whose real value has been 
savaged by inflation. Last year, provincial 
governments managed a small primary 
surplus. So far this year, the government is 
meeting the fiscal targets agreed on with 
the mmr. A senior official argues that from 
next year, growth and a stronger peso 
mean that a primary surplus of 3% of GDP 
would be both achievable and sufficient to 
pay the debt. But, he notes, holding spend- 
ing down will be more difficult as the econ- 
omy recovers. And tricky reforms of tax 
and provincial finance are needed. 

The third problem is a banking system 
that is both insolvent and too large for a 
shrunken economy. Mr Broda points out 
that 56% of the banking system's assets 
consist of paper from a government that is 
in default. Only about half of the banks’ 
private-sector loans are up to date. Several 
foreign banks have pulled out, though oth- 
ers remain. Before a smaller, stronger sys- 
tem can emerge, a new banking law and 
tougher regulation are needed. 

Fourth, the devaluation involved wide- 
spread repudiation of contracts. The IMF 
worries, for example, that by granting only 
modest rises in the tariffs of privatised util- 
ities, Mr Duhalde is storing up inflation for 
the future. Utility companies have debts 
totalling $45 billion. But they also know 
that many of their customers cannot af- 
ford big tariff increases, so the IMF's con- 
cerns may be overblown. A more tangible 
obstacle to future investment is a corrupt 
and politicised judiciary. 

Until these problems are resolved, Ar- 
gentina's recovery must rely on cash, not 
credit from local banks. For a while, that 
may be enough. Argentines hold some 
$100 billion in cash or in foreign banks. 
Thanks to the investment of the 1990s, 
much of the country's machinery and in- 
frastructure is fairly new. But there is an ur- 
gent need for export finance, says Jorge 
Forteza, of Booz Allen & Hamilton, a man- 
agement consultancy. He sumsup thenew 
government's main task as being to re- 
build Argentina's financial and economic 
links with the world. 

To do so, it faces a tight timetable. Apart 
from the debt talks, its first job will be to ne- 
gotiate a medium-term agreement with 
the IMF; the current one lapses in August. 
Mr Duhalde will indeed leave Argentina in 
a much better state than he found it—but 
he is also bequeathing many unpopular 
decisions to his successor. @ 
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HARARE 


Can Robert Mugabe’s regime be ousted peacefully, or will he cling on till his 


country is wrecked? 


DOZEN soldiers, in uniform, came to 

Renford Mudzi’s home after midnight. 
They held and tortured him for three days, 
beating his feet, face and buttocks, and 
running electric shocks through his toes, 
tongue and penis at such voltage that it 
sent him into convulsions. They accused 
him of having burned a bus during Zimba- 
bwe's recent general strike, which he de- 
nies. His real crime may have been that he 
is an activist for the Movement for Demo- 
cratic Change (MDC), the country's main 
opposition party. 

From his hospital bed, where he is re- 
covering from head injuries and two 
cracked vertebrae, Mr Mudzi laments that 
his family has had to hide in four different 
homes in six weeks. For their sake, he asks 
that his real name not be published. But he 
insists that he will never quit the MDC, nor 
rest until democracy returns to Zimbabwe. 
His wife, he says, backs him, despite the 
suffering his stance has brought the family. 

In recent weeks, the Zimbabwean op- 
position has found a new energy, and the 
government has grown jittery. On March 
18th and 19th, an MDC-organised general 
strike brought most of the country's sur- 
viving businesses to a halt. This week, de- 
spite spirited rigging by the ruling party, 
ZANU-PF, the MDC won two parliamen- 
tary by-elections. And March 31st marked 
a deadline that the Mpc leader, Morgan 
Tsvangirai, gave to Mr Mugabe's regime to 


restore some basic aspects of democracy 
or "face a popular mass action to regain the 
people's liberties, freedoms and dignity." 

He has yet to give any details, but Mr 
Tsvangirai apparently hopes to lead a se- 
ries of big demonstrations as a "final 
push" to send Mr Mugabe's regime the 
way of Nicolae Ceausescu's. In the past, 
the party has hesitated to take to the 
streets, for fear that Mr Mugabe would roll 
armoured cars over the protesters. As a re- 
sult, the government has been able to pick 
them off one by one. 

Mr Tsvangirai, for example, is currently 
on trial for alleged treason, with two col- 
leagues. His deputy, Gibson Sibanda, was 
arrested this week for allegedly breaking 
Mr Mugabe's security laws by helping to 
organise the strike. And in the past two 
weeks, hundreds of MDC supporters have 
been picked up and tortured, like Mr 
Mudzi, by special army units, the police, or 
by Mr Mugabe's youth militia. Harare's ca- 
sualty wards groan with the victims, some 
with broken bones, others with burns. 
One grandmother told this correspondent 
how a soldier raped her with the barrel of 
his rifle. Remarkably, few injured activists 
show any sign of giving up. 

Expecting trouble, the government is 
taking precautions. Armed police are out 
in force, throwing up roadblocks and pa- 
trolling Harare's streets. Army units guard 
Mr Mugabe's splendid residence and of- 
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fices. Shiny new armoured personnel car- 
riers, complete with turret-mounted 
machineguns, rumble vigilantly around 
potential trouble-spots. 

Against such firepower, the unarmed 
opposition would seem to stand little 
chance. Few imagine that Mr Mugabe 
would hesitate to give the order to open 
fire. But his footsoldiers' morale is open to 
question. In private, some police say they 
are appalled at their masters' systematic 
use of torture. Some zANU members of 
parliament admit that their party has lost 
popular support. 

The main reason is not the govern- 
ment's brutality; it is the desperate state of 
the economy, which is thought to have 
contracted by 30% in the past three years. 
Inflation has hit 220%, and unemployment 
is perhaps 70%. Worst of all, thanks in large 
measure to Mr Mugabe's policy of seizing 
white-owned commercial farms, two- 
thirds of the country's 12m people are ei- 
ther subsisting on food aid or going hun- 
gry. Price controls have caused staples such 
as maize meal, sugar and cooking oil to 
vanish from the shops, to the delight of 
black-marketeers, who are often ruling- 
party hacks or army officers. 

Last month, the Commonwealth an- 
nounced an extension to Zimbabwe's sus- 
pension, imposed after Mr Mugabe stole à 
presidential election last year, and some 
western countries have imposed an asset 
freeze and a travel ban on Mr Mugabe's 
closest cronies. But with all attention on 
Iraq, it seems unlikely that outsiders will ex- 
ert serious pressure on the regime. South 
Africa, Zimbabwe's most influential neigh- 
bour, is actively seeking to end its isolation. 
So Zimbabweans will have to help them- 
selves. Mr Tsvangirai predicts that they may 
have to make "extreme sacrifices...even the 
supreme sacrifice, to get rid of Mugabe." m 


44 Middle East and Africa 


Eritrea v Ethiopia 


Oh no, not again 


ADDIS ABABA AND ASMARA 
Poised on the brink of another 
pointless conflict 


T LOOKS like an ordinary farming vil- 

lage: stone houses, a school and a few 
shops, clustered around a dusty main 
street. Badme is not the sort of place you 
would kill for, but 70,000 people died in 
the war Ethiopia and Eritrea fought over 
this village of 5,000 souls and the nearly- 
empty plain that surrounds it. And though 
the conflict officially ended three years 
ago, there are signs that the two sides may 
soon start shooting again. 

On March 28th, an independent com- 
mission, appointed by both countries to 
determine where their border lies, re- 
leased a final verdict: that Badme is in Eri- 
trea. This followed a ruling in April last 
year that ran to 135 pages but failed to indi- 
cate clearly whether the village was Ethio- 
pian or Eritrean. The new verdict delighted 
the Eritreans, but Ethiopia immediately 
disputed it, despite having previously 
agreed to treat the commission’s judgment 
as “final and binding”. Senior officials 
openly talked of a renewal of hostilities; 
the head of the government of the border 
region of Tigray declared that “one way or 
another, there will be skirmishes.” 

Meles Zenawi, Ethiopia’s prime minis- 
ter, says he will not give Badme up. To dip- 
lomats from aid-giving countries, he ar- 
gues that his generals will not accept the 
loss. If Badme goes to Eritrea, his govern- 
ment may fall, he claims, causing chaos. 
Ethiopia is large and volatile, and its re- 
gion, the Horn of Africa, has some strategic 
importance, so foreigners do not dismiss 
this plea out of hand. 

Eritrea is smaller and less crucial, but 
has international law on its side. Its gov- 
ernment has accused Ethiopia of massing 
its troops along their common border. 
Ethiopia denies it. The Eritrean president, 
Issaias Afwerki, has appealed to outsiders 
to enforce the law. 

The UN is caught in the middle. It has 
4,200 peacekeepers in the border zone, 
with an annual budget of $206m. But, de- 
spite three years of mediation, little has 
been resolved. The two sides are still argu- 
ing over the same piece of land that 
sparked the war, and the two leaders ap- 
pear to hate one another even more than 
before. Those who know them personally 
believe that neither will back down. Se- 
nior UN Officials privately admit that they 
are “seriously worried” and have run out 
of ideas. 

The demarcation commission could 
have done a better job. Because its ruling 
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last year ducked the most important sym- 
bolic issue of all-Badme- both sides were 
able to announce that they had been 
awarded the village. The Ethiopians who 
live in Badme were allowed to remain, 
while the Eritreans who had lived there be- 
fore the war, but fled to avoid the Ethio- 
pian army, fester in temporary camps in 
Eritrea. It is not yet clear what will now 
happen to either group. 

The uN was hoping to have pegged out 
the border with markers within 18 months 
of its arrival, but has not yet started, citing, 
among other things, fears for the safety of 
its personnel. Guerrilla activity along the 
border has increased, despite a UN-moni- 
tored 600-mile (965km) buffer zone. 

Meanwhile, both countries have used 


the military threat from the other as an ex- 


cuse to stifle dissent. Eritrea's first demo- 
cratic elections, which were to have been 
held in 2001, have been postponed indefi- 
nitely. The independent media have been 
shut down, and several journalists and 
politicians suspected of disloyalty have 
been jailed. The country remains on a war 


Jordan's secret police 
Behave, or else 


AMMAN 


Why Jordanians fear to protest too loudly 


T RALLIES in the forecourt of a trade- 
union building, a 13-year-old girl 
stirs Jordan's angry white-collar workers 
with songs of Palestine and Iraq. ^O free- 

dom fighters of the world arise," Mays 
Chalash peals through loudspeakers. In 
the crowd, girls take up her cry: “Get out 
on the streets and revolt," they yell at 
their men. But the men remain safely 
seated, chanting but not revolting. 

Two weeks into the war in Iraq, the 
Jordanian street is surprisingly calm. In 
the Palestinian shantytowns that hug 
the capital, Amman, ten-year-olds fling 
stones at policemen. But few men join 
in. Why? No doubt, vanloads of riot po- 








footing, with thousands of young men 
and women drafted into the army or made 
to carry out heavy manual labour at the 
government's pleasure. 

In Ethiopia, perhaps 75,000 suspected 
Eritreans have been rounded up and de- 
ported. Last year, in two southern regions, 
policemen opened fire on crowds and 
razed entire villages after raucous demon- 
strations by local opposition groups. The 
official death toll was 140, but aid workers 
reckon 400 died. The press is under siege, 
too. A proposed new law would allow offi- 
cials to spike stories they dislike and to im- 
prison journalists who disobey. 

Ethiopia remains popular with donors, 
however, because the government is at 
least making some efforts to democratise. 
This enrages Eritrea. Last week, Woldai Fu- 
tur, one of Mr Afwerki's advisers, accused 
the West of double standards: "There are 
people arrested here, put in jail. In Ethio- 
pia, people demonstrated and were mas- 
sacred. [Yet] the European Union found it 
important to take a position against Eritrea 
and reward Ethiopia." m 


lice lining the roads give would-be prot- 
esters pause for thought. But what most 
deters them is the all-pervasive mukhab- 
arat, or secret police. 

All Middle Eastern regimes try to 
strike at least a little fear into their sub- 
jects. Jordan's government is the most 
decent of the bunch, but citizens apply- 
ing for almost any formal job must sub- 
mit a reference of good behaviour from 
the mukhabarat. Without it, they—or 
even their children—may find access to 
college or promotion barred. In effect, all 
adults are subject to security vetting. 

Rafia, a veteran of the Palestinian in- 
tifada, is not alone in saying he wishes to 
volunteer to fight the infidels in Iraq. But 
he hesitates to bear the consequences of 
an Iraqi stamp in his passport. “It’s not 
the dying in Iraq, I'm afraid of. It's what 
happens if I return alive," he says. 
Friends, stripped of their security ap- 
proval after they were rounded up after 
street protests, are now jobless and pass- 
portless, trapped in a kingdom without 
welfare support. 

A few Jordanians benefit, however, 
from all this snooping. Students at Jor- 
dan University's Islamic law faculty can 
help pay their way through college by fil- 
ing reports on over-zealous colleagues. 
Payments come cheap at $6 per file, but 
the best informants can win scholar- 
ships. It's an ill wind. 


West Europe’s Muslims and the Iraq war 
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No war in their name—but no jihad 
against the West either 


Most Muslims in west European countries are fiercely critical of the war. But not so 
fiercely, their leaders hope and urge, as to be out of step with other critics 


TIME you, Germany," said one 
banner as Berlin Muslims last week- 
end protested against the Iraq war. Like 
most Muslims in western Europe, they are 
appalled by it. But there is a hint of a silver 
lining: so are most Germans, not least Ger- 
hard Schróder, and most west Europeans 
are against it; and that shared feeling may 
be bringing together the natives and the 
Muslim minority. 

Not only in Germany, and not before 
time: the two groups have been drifting 
apart, especially since September 11th. 
Germany's 3.2m Muslims are mostly 
Turks. But they have felt, and resented, the 
suspicion as police raid mosques and 
other Muslim centres to catch Arab terro- 
rists. In the Netherlands too its 850,000- 
plus Muslims have felt increasingly sus- 
pect; especially the many Moroccans, says 
Mohamed Sini, one of their leaders. But 
now, he says, relations are improving 
again, as the native Dutch—mostly against 
the war, though the prime minister backs 
it-see Muslims reacting much as they do. 

"Here too," says Lhaj Thami Breze, pres- 
ident of the Union of Islamic Organisa- 
tions in France (UO1F): "We are proud of 
Chirac and France.” All the main French 
Muslim bodies got together as the war be- 
gan, to congratulate the government on its 


outright opposition. In Spain, 90% of vot- 
ers oppose the government's support for 
the war. And just as they have seen 
through its “anti-democratic” lies about 
the war, claims Mustapha El M'Rabet, pres- 
ident of a Moroccan immigrant body, so 
too they have begun to realise—he says— 
that the government has given immigrants 
an unfairly bad name. 

So most Muslims feel just as most other 
Europeans do? No. They feel it much more 
strongly. "We're Arabs and Muslims," says 
Mr El M'Rabet, *and we see an Arab, Mus- 
lim country being attacked." Muslims also 
see it more vividly than most Europeans, 
on satellite television from Turkish or Arab 
stations or in e-mailed pictures from the al- 
Jazeera website. So behind the words of 
Muslim spokesmen it is easy to detect a 
deep anxiety to keep Muslim protests 
within democratic bounds, and visibly in 
tune with those of the host communities. 

Specifically Muslim demonstrations 
have been notably—and deliberately—few. 
The Berliners cited above were on their 
own, but they were only a couple of hun- 
dred, whereas tens of thousands of Ger- 
many's Muslims have taken part in prot- 
ests by the population at large. Britain's 
Muslims are as hostile to the war as any 
others: *A black day in our country's his- 
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tory", said the Muslim Council of Britain. 
But they have carefully kept in line with 
other anti-war groups, especially since the 
fighting began and most Britons "rallied 
round the flag". London has seen one big 
Muslim march, but it was the work of an 
extremist body that most British Muslims 
disavow. Protests like the plan in Denmark 
to turn the square outside Copenhagen's 
city hall into a vast Muslim prayer meeting 
on April 4th have been a rare exception. 
Equally, Muslim leaders have urged 
their followers to show restraint. Demon- 
strate, boycott American goods, fly peace 
flags, but no violence, said Italy's Union of 
Islamic communities; and as for the call for 
jihad that recently came from Cairo's Is- 
lamist sages—well, it “must be inter- 
preted". The mosques of France, while de- 
ploring the war, have united in an appeal 
for calm and dignity in response to it. "We 
want no provocation or extremism,” says a 
spokesman for the grand mosque in Paris, 
and even more fiercely Islamist bodies 
such as Mr Breze's voir echo those words. 
What these French Muslims are think- 
ing of is the attack made by some Muslim 
protesters on some left-wing Jewish ones 
during a Paris demonstration last month. 
They know that nothing could discredit 
Muslims in Europe more than letting their 
protests earn the label of anti-Semitism. 
Notably in the Netherlands, Muslims have 
mostly worked to form a common front 
with some Jewish and church bodies. 
Muslim leaders are likewise eager to 
damp down views, held by many of their 
followers, that put Muslims outside the 
European consensus. They condemn the 
war: it's an aggression, a breach of interna- 
tional law, a crime against humanity, they » 





> say; it's about oil or recolonising Iraq or 
aiding Israel or George Bush's ego, or what- 
ever. And it is hard to find any Muslims— 
even if they want Saddam Hussein re- 
moved-who think liberating Iraq is really 
Mr Bush's aim. But support for the Iraqi 
president, common enough on "the Arab 
street", is almost as hard to find among Eu- 
rope's Muslim leaders. 

His is "a cruel regime", say those of It- 
aly."A dictator," says Ayhan Tonca, a Turk- 
ish-Dutch leader, and the Moroccan-Dutch 
Mr Sini says it just as readily. Even the out- 
spoken Mtr Breze, in Paris, uses the word, 
though he adds that, as between attacker 
and attacked, one must back the victim. 
Young Muslim protesters are tending to 
wave pictures of Mr Hussein, at times be- 
side ones of Che Guevara, says Moham- 
med Bechari, leader of a rival French Mus- 
lim body—but so are young non-Muslims. 

Still more earnestly do Muslim leaders, 
however sceptical of American motives, 
refuse to see this as a war of religion. The 
idea horrifies them. But they fear that it is 
spreading, on both sides. Religion “is not 
Bush's motive," says Mr El M'Rabet, from 
Spain, "but he's using it." Increasingly, 
says Shahid Malik, a member of the na- 
tional executive of Britain's Labour Party 
from strongly Muslim Burnley, in northern 
England, "Muslims see the *war on terro- 
rism' as drifting into a war on Islam." Lis- 
ten to both sides' rhetoric, says the director 
of Islam and Citizenship in The Hague, 
and the idea becomes ever harder to rebut. 
And Iraq's resistance, says Abu Laban, a 
Copenhagen imam, could spiral into a war 
of Muslims "against the United States, 
maybe the West in general". In short, jihad. 

Inshallah, no. Saddam would love that. 
It would be bad for the world. For western 
Europe's Muslims it could be disaster. @ 
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Russia's foreign policy 


Which way, really? 


MOSCOW 


Sidelined by the war on Iraq, Russia could still win the crucial role it seeks 


T HAS been a puzzling couple of weeks 

for Kremlin-watchers. Until the Iraq war 
began, many had interpreted the mixed 
signals from Russia~threats from hard- 
liners like Igor Ivanov, the foreign minister, 
that Russia would veto any vote in the UN 
Security Council for war, and soothing as- 
surances from moderates that it would 
not—-as Vladimir Putin's way of letting the 
differences among the Moscow elite be 
aired. Surely, once diplomatic channels 
were exhausted and the assault begun, the 
ever-pragmatic Mr Putin would shrug and 
get down to the important business of re- 
pairing his friendship with George Bush. 

Not so. Since the first strikes, Russia and 
America have been squaring off like box- 
ers. Mr Putin called the war a "big political 
mistake". Mr Bush retorted by airing old 
complaints that Russian companies had 
broken UN sanctions on sales of military 
equipment to Iraq. Russia released docu- 
ments with similar claims about western 
firms, complained about American spy- 
planes flying over neighbouring Georgia, 
and its parliament put off the ratification 
of an arms-reduction treaty, while the crit- 
icisms—and even calls for a halt to hostil- 
ities in Iraq—grew ever more shrill. 

Why? Foreign-policy splits in Moscow, 
as in Washington, are nothing new. For 
Russia’s hawks, snubs and slights by the 
West rankle—whether it be the humilia- 
tion of Russian forces in Kosovo in 1999, 
the expansion of NATO to include former 
Soviet satellites, or America’s withdrawal 
from the Anti-Ballistic Missile Treaty last 
year. In particular, the hawks feel that Mr 
Putin has conceded too much. Maybe the 
opportunity to drive a stake into NATO'S 
heart was just too tempting to resist. 

Iraq may have been the last straw, forc- 
ing the president to take a tough line to ap- 
pease them. But some think that Mr Putin 
himself feels frustrated. “He’s sincerely 
concerned that the whole Iraqi debacle 
will destabilise the region close to Russia’s 
borders,” says Lilia Shevtsova, of the Car- 
negie Endowment's Moscow think-tank. 
“And he’s using Iraq to demonstrate that 
he’s unhappy with the partnership with 
Bush, that it's insulting for Russia.” 

Mr Putin’s trouble is that, however dis- 
advantageous the relationship with Amer- 
ica may get, he has little alternative to it. 
Though the phrase “multipolar world” 
pops up ever more often in Russia’s for- 
eign-policy discourse, its most important 
strategic and economic ties are with the 


West. Even its attempts to restore its Mid- 
dle East relations are floundering again. 
Having agreed on oil-production quotas 
with OPEC earlier this year, Russia was fu- 
rious when the cartel allowed its members 
to flout them to ensure oil supplies during 
the war, causing the price of oil, a mainstay 
of the Russian budget, to fall precipitously. 

Above all, ties with the West mean ties 
with America. For all Mr Putin's frenetic 
trips to Paris and Berlin before the war and 
his expressions of solidarity with France 
and Germany, he is “an American more 
than a European", says Sergei Karaganov, a 
foreign-policy pundit close to the Kremlin. 
Europe may matter more to Russia in trade 
terms but, strategically, Messrs Putin and 
Bush think alike. Both want to slim their 
nuclear arsenals; both believe they face 


. threats from terrorism and Islamic radical- 


ism (in Russia's case, potentially from its 
own Muslim population, as much as a fifth 
of the total, and from secessionists in 
Chechnya and maybe elsewhere). When 
Russia's army commits new atrocities in 
Chechnya or when America goes soft on 
Israel, it is Europe that criticises while the 
two former super-enemies turn a blind eye 
to each others' failings. Even during the 
toughest moments of pre-war diplomacy, 
it was the French, rather than the Russians, 
whom the Americans condemned most. 

Moderates in Moscow have been urg- 
ing Mr Putin to stop playing hard-to-get 
and patch things up. And for all their harsh 
exchanges of the past two weeks, Russian 
and American officials have insisted that 
they will keep co-operating. "The crisis is 
not going to let us weaken bilateral rela- 
tions," says Alexander Kuznetsov, the for- 
eign ministry's director of planning. On 
the other hand, Russia, still trying to pre- 
vent the UN (and its role therein) from be- 
coming irrelevant, wants the Iraq issue to 
return to the Security Council. 

On that point, Mr Putin may find an 
ally in Tony Blair. This, thinks Ms Shevt- 
sova, may be a way for Russia not only to 
have its own interests in a post-war Iraq 
considered but also to help the fractured 
West reunite: "By being a kind of interme- 
diary, joining Blair on certain issues, Putin 
could gain an invaluable place in the world 
arena." That—unlike, say, lining up with 
France—might help restore the global role 
that wounded Russian pride demands. But 
will Mr Putin play his cards this way—and 
would Mr Bush, offered the chance to re- 
store some western unity, take it? m 


Spain's prime minister and its media 


Information or 
manipulation? 


MADRID 
The government has too much media 
power, and misuses it 


PAIN'S conservative prime minister, 

José María Aznar, has firmly backed the 
war on Iraq. Most Spaniards are against it. 
So, even before fighting began, were most 
of the media, even on the right, and they 
are still more hostile today. That is horrid 
news, as opinion polls confirm, for a party 
due to face a general election within a year, 
now led by a man who plans not to stand 
again but who has no chosen heir. And Mr 
Aznar's reaction has made things worse. 
He treats his critics, these claim, almost as 
enemies of the nation, and the media as if 
they should shut up. Some even claim to 
smell a whiff of Francoism in the air. 

That may be overdoing things. Besides, 
the opposition is certainly able to get its 
message across. It savaged Mr Aznar in are- 
cent parliamentary debate on his Iraq pol- 
icy. And he has a point when he complains 
that the left treats his People's Party almost 
asif itwere an enemy of democracy. 

Still, the charge that Mr Aznar misuses 
the media, particularly television, has 
some force. Anti-war demos? The main 
state television channel handled one big 
demo by showing a 1950s film; the less 
popular channel wheeled in pundits to 
underestimate the number of demonstra- 
tors. The public is unconvinced of the hor- 
rors of Saddam Hussein's arsenal? Replace 
the scheduled programme with a docu- 
mentary on the nastiness of chemical war- 
fare. It has been harder to hide the horrors 
of war itself, but not hard enough to stop 
liberals demanding an end to the cynical 
way Spanish governments-this is not the 
first—use state media as a political tool. 

The state is still a big owner and bigger 
voicein the media. It appoints the heads of 
state television, radio and the national 
news agency, EFE, and its message seeps 
down to their lowest levels. There is little 
objectivity in the selection of images on 
state television or in its blending of news 
with views. When the authorities, central 
and local, mishandled the oil spewed on to 
north-western Spain by a sunken oil 
tanker last autumn, rather than show the 
filth, state television preferred pictures of 
the defence minister, Federico Trillo, in his 
helicopter above pristine beaches. Some 
employees of the state network last month 
set up a “committee against news manipu- 
lation"—ie, and they said so, in Mr Aznar's 
interest, 

Before he won power in 1996, Mr Aznar 
promised to reform the law on state media 
in the direction of objectivity. It has not 


happened. In his early years of office, Tele- 
fónica, the then state-owned telecoms 
company, bought up many media outlets, 
and later brought them on-message. There 
is little parliamentary scrutiny: an official 
watchdog on the media, partly peopled by 
political appointees, is ineffective. 

Nor have private channels bitten far 
into the viewership of state news pro- 
grammes. The only terrestrial television 
channel, Telecinco, now out of Mr Aznar's 
grasp, is in the hands of his friend Silvio 
Berlusconi, Italy's right-wing prime minis- 
ter. By Spain's limp standards, it has been 
tolerably objective, and critical when judg- 
ment was called for. Thus one Telecinco 
sketch parodied the type of experts invited 
on to state television who explained anti- 
government demonstrations as manifesta- 
tions of “the Mediterranean desire to be 
with other people and the need for an eve- 
ning stroll". But after Telecinco recently 
scrapped a popular political satirical pro- 
gramme, Caiga quien caiga (Fall whoever 
falls), Spaniards wonder how long this rel- 
atively happy state of affairs will last. 

The press is another matter. The biggest 
(and deeply serious) news daily, El Pais, is 
broadly pro-Socialist; El Mundo, its livelier 
conservative rival, is against the war and 
has recently turned against Mr Aznar too. 
But rather few Spaniards read newspapers, 
apart from the two big sports dailies—and 
much of the provincial press anyway de- 
pends heavily on EFE reports. 

Do not forget the 1980s and 1990s, say 
conservatives, when Felipe Gonzalez and 
his Socialists were in power. In 1986, after 
he did a u-turn to keep Spain in NATO, the 
state media were marshalled to crowd out 
those who were against it. The sycophan- 
tic political interview that is so evident on 
television today was perfected during Mr 
Gonzalez’s days of power. 

Paradoxically, the best days of media 
freedom came soon after Franco died in 
1975, under a conservative government. As 
Spain headed for democracy, its new 
prime minister, Adolfo Suárez, had been 
Franco's director-general of state broad- 
casting. But the forerunner of Mr Aznar's 





centre-right People's Party, not wanting to 
be seen as "old dogs in new collars", 
handed control of the state media to the 
Socialists. It was the left that reverted to 
Francoist patterns, says Mr Aznar, a charge 
he made much of in 1996. 

Still, there are antidotes: a legion of 
press columnists, and Spain's free-ranging, 
private-sector radio, led by such legends as 
Inaki Gabilondo and his irreverent morn- 
ing show on sER, owned by the big Prisa 
group, owners of El Pais. And Mr Aznar 
could do worse than set the state’s media 
free. If the Socialists win next year’s gen- 
eral election, his People’s Party will face 
hostility from the Prisa outlets and the 
state media too. & 





Germany's opposition 


Doubly divided 


BERLIN 
The conservatives are divided, over war 
in Iraq as well as economics 


HE war in Iraq is dividing Germany's 

conservative opposition. It has trad- 
itionally been staunch in the Americans' 
favour. But Angela Merkel, the Christian 
Democrats’ leader, is coming under fire 
from within her own party for her outspo- 
ken support of the American-led assault 
on Iraq. In contrast, Edmund Stoiber, the 
Bavarian premier and the conservatives' 
candidate for chancellor in last Septem- 
ber's general election, is distancing him- 
self from the war—and the Americans. 

Life is not easy for the conservatives. 
For all the widespread disapproval of his 
government's social and economic poli- 
cies—his Social Democrats and their trade- 
union friends were exchanging blows on _ 
that this week—on Iraq Germans are mas- 
sively with Chancellor Gerhard Schröder 
Over 80% of them oppose the war, includ: 







ing nearly three-quarters of conservative = 
voters. As many do not believe it will lead & 


> toa lasting peace in the Middle East. 

Anti-war feeling is particularly strong 
in Catholic-dominated Bavaria, where Mr 
Stoiber's Christian Social Union (csu), the 
Christian Democrats’ sister party, faces a 
state election next autumn. During the 
general-election campaign, Mr Stoiber 
spoke out forcefully against any attempt 
by the Americans to "go it alone" in Iraq, 
even suggesting that they should be de- 
nied the right to fly over German territory 
if they did. A few months ago, however, he 
sought to get more in synch with Mrs Mer- 
kel by calling on Germany to "stand by 
America's side, even in a military conflict". 

But more recently he has swung the 
other way again. Since the Americans in- 
vaded Iraq without winning a further 
mandate in the UN Security Council, he 
has sounded increasingly critical. The csu 
is "upset" by a war it "did not want", he 
says. "The allies will never be in a position 
to turn the military process into a political 
and economic success" And though 
everything should be done to avert further 
damage to the transatlantic partnership, 
"not everything has to be approved of". 

Mrs Merkel, on the other hand, has be- 
come increasingly bold in backing the 
Americans. Even before war broke out, she 
had endorsed the final American ultima- 
tum to Saddam Hussein. “War”, she said, 
"had become unavoidable. Not acting 
would have caused more damage." It was 
out of the question, she said, for the Chris- 
tian Democrats to remain neutral. They 
must "stand by America's side", though 
she declines to say whether, had she been 
chancellor, she would have committed 
German troops to the battlefield. 

Many of her colleagues think she has 
already gone too far. Peter Müller, the 
Christian Democratic premier of the Saar- 
land, who is a former constitutional-court 
judge, says the war is illegal. Wolfgang 
Schauble, who speaks for the party on for- 
eign policy, has called it a “big risk”. His 
predecessor, Karl Lamers, calls the Ameri- 
can claim that Iraq posed a direct threat to 
the United States “nonsense”. The party’s 
rank and file is perturbed. Many have re- 
signed in protest. 

Mrs Merkel knows she is taking a gam- 
ble. For the first time in six months, she has 
fallen behind Mr Schróder in the opinion 
polls. Her party, while still 13-17 points 
ahead of the ruling Social Democrats, is 
also losing ground. Many conservatives 
are worried. They remember the start of 
the 1970s when, against the wishes of the 
great majority of Germans, the Christian 
Democrats opposed Chancellor Willy 
Brandt's Ostpolitik—the policy of seeking a 
dialogue with communist regimes (espe- 
cially the German one) to the east—and 
found themselves out of power for over a 
decade. That, they fear, could happen 
again. But, as a former East German, Mrs 
Merkel believes strongly in the transatlan- 
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Expression of Interest 


to Serve as a Partner Institution to 
The Ethiopian Economic Policy Research Institute 


The Ethiopian Economic Policy Research Institute is an independent research 
institute established in July 2000 in Addis Ababa as a research and publication 
wing of the Ethiopian Economics Association (EEA). EEPRI operates with 
financial support from a consortium of donors. Its main tasks include making a 
rigorous analysis of the Ethiopian economy and engaging in thorough policy 
related research activities in order to provide policy makers with alternative 
economic information and policy ideas. 


Since its formation, EEPRI has been undertaking economic policy researches in 
three focal areas of Agriculture, Trade & Industry, and Poverty & Human 
Resources. Recently, the Institute has received à grant to establish. à 
Macroeconomic Research Division within the Institute. 


EEPRI is seeking to partner with an international research institute with a wide 
range of research experience in issues of economic development in general and 
macroeconometric modelling in particular with preferably relevant experience in 
Africa. The partner institute will primarily support the Macroeconomics 
Division in developing its analytical capacity and in capacity building of the 
Institute in general. Institutions that have relevant interest on the Ethiopian 
economy with sufficient experience in other countries are preferred. 


Interested applicants should contact EEPRI by e-mail, Fax or phone, and send 
documents indicating their experience in the field and CVs of the scholars that 
would be involved in the project no later than three weeks after the issuance ol 
this advertisement. 


Contact address 
Director 
Ethiopian Economic Association /Ethiopian Economic Policy 
Research Institute 
P. O. Box: 34282, Tel. 4251-01-85 74 59, 
e-mail: eea@telecom.net.et, Fax: +251-01-56 52 52 
Addis Ababa, Ethiopia 
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The Economist April 5th 2003 


Charlemagne | All aboard the Euro-train! 


The European Union's expansion is roaring ahead, with destination unknown 





PERATION Ev enlargement is going well. The European Un- 

ion's advance into central Europe is meeting little opposi- 
tion; the natives are greeting the invading army of Eurocrats with 
flowers and celebration. Ten countries are holding referendums 
this year on joining the Union. Two tiddlers, Slovenia and Malta, 
have already voted in favour by unexpectedly big margins. On 
April 12th Hungary is likely to plump eagerly for membership. 

Recently Günter Verheugen, the EU commissioner for en- 
largement and chief overseer of the Union's expansion, got a 
huge ovation from an audience of students at Budapest's Univer- 
sity of Technology, one of the main sites of Hungary's ill-fated 
uprising against Soviet rule in 1956. Mr Verheugen deserved his 
moment of triumph. Getting the EU's 15 current members and 
the ten incomers to stick to the commission's “road map" for en- 
largement was a tricky business-a bit like herding cats. Once 
minister for Europe in a German government, Mr Verheugen 
needed all his skills and tenacity to enforce compromise and 
bring a hugely complicated project to completion. 

Yet his triumph is tinged with irony. Mr Verheugen is a pas- 
sionate advocate of enlargement. But he is equally passionate in 
his belief that Europe needs "political union", involving much 
deeper integration in the making of foreign, defence and budget- 
ary policy. Many believe these two passions are fundamentally 
at odds with each other and that a larger eu will simply be too di- 
verse and unwieldy for a real political union. "Nonsense," re- 
torts the man himself. He has long argued that an enlarged 
Union would pave the way for political union rather than block 
it. The new members, he insists, are not the prickly, sovereignty- 
minded nationalists sometimes portrayed; on the contrary, ar- 
gues Mr Verheugen, they are keener on political union than are 
many current members. 

But he is dodging an awkward distinction between a political 
union's form and its content. “New Europe", to use the incendi- 
ary phrase of Donald Rumsfeld, America's defence secretary, 
may be ready to accept the idea that the eu should adopt a com- 
mon foreign policy by majority vote, something Mr Verheugen 
deems essential to political union. But, as the Iraq crisis has 
shown, it is far from clear that the so-called new Europeans 
would vote for the kind of foreign policy that Franco-German 
advocates of political union have in mind. Mr Verheugen, for ex- 


ample, believes his native Germany has reached a turning-point. 
Hitherto, he says, Germany has always striven to be equally 
committed both to the Eu and to the transatlantic alliance. Now, 
he says with obvious approval, Germany may be ready to accept 
France's vision of a Europe that acts as a "strong partner but also 
a counterweight to the United States". The central Europeans, 
however, are far from ready to make this leap. Indeed, the Hun- 
garians, Poles and Czechs recently outraged France's President 
Jacques Chirac by signing a letter of support for American policy 
on Iraq. The Hungarians have let the Americans train Iraqi exiles 
on their soil (though this week, the training camps were mysteri- 
ously closed). The Poles are even contributing troops to the war. 

For all his insistence that the EU’s expansion will help the 
cause of political union, Mr Verheugen seems to be preparing a 
fall-back position. In January he and Pascal Lamy, a French col- 
league at the commission, proposed that France and Germany 
should form a “Franco-German union", involving the merger of 
their armies and diplomatic services, joint cabinet meetings and 
the adoption of common positions in all zu and international 
negotiations. Alternatively, says Mr Verheugen, a larger group of 
the countries keenest on integration could be an "avant-garde" 
within the EU. He is enthusiastic about a summit between Bel- 
gium, France, Germany and Luxembourg (and maybe some oth- 
ers) later this month, aimed at promoting the idea of a European 
army. Itis no coincidence that this is the same quartet which led 
the opposition within NATO to America's drive to take on Sad- 
dam Hussein. 

Such a development unsettles the “new Europeans” whose 
cause Mr Verheugen has championed. In the recent dispute 
within NATO, the Hungarians, Poles and others lined up along- 
side the Americans, not the French and Germans. More gener- 
ally, the central Europeans have always insisted they will not 
settle for “second-class” EU membership. The formation of an 
integrationist "club within a club", just as the new members join 
the Union, would look like the creation of just such second-class 
status. Mr Verheugen tries to meet these objections by insisting 
that his proposed avant-garde would not be meant to exclude 
anyone. He says, slightly half-heartedly, that he can imagine the 
Hungarians and Czechs opting to join an inner core. 


The chat-a-Magyar choo choo 

The difficulty of the drive towards political union does not, of 
course, make it downright impossible. Membership of the EU 
does seem to draw countries together: endless discussion of fish 
quotas and health-and-safety rules seems to be a bonding ex- 
perience. Most EU countries, even in central Europe, share ele- 
ments of France's concern about the use and abuse of American 
power. But whereas Mr Verheugen's expansion of the EU was 
due largely to a very precise legal and diplomatic road map, 
there is no such master plan for political union. 

For now, however, such concerns are still tucked away. In 
central Europe, the next few months may witness an impressive 
string of votes in favour of "joining Europe". Mr Verheugen's pre- 
referendum trip to Hungary culminated in one of those pieces of 
political kitsch beloved by the Eu: a scenic train-ride on the old 
Orient Express, with the commissioner mingling merrily with 
assorted pensioners and trade-unionists, then posing for pho- 
tographers at the locomotive's controls. The European train is in- 
deed rolling forward. New passengers are jumping eagerly on 
board. Only the final destination has yet to be determined. m 
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After 22 years, Mahathir Mohamad says he is going. His successor 


Ma npe um 





must find a way to preserve his achievements but dispense with his 
authoritarianism, says Christopher Lockwood 


S YOU sit over your chicken rendang, 
with perhaps a dish of kway teohlined 

up for afterwards, the food court on the 
second floor of the Kuala Lumpur City 
Centre (KLCC), in the shadow of the soar- 
ing Petronas Towers, is a fine place to ob- 
serve everything that works best about 
Malaysia. The names of the various stalls— 
Nasi Padang, Hainanese Chicken Rice, 
Panggang Delights, North & East Indian 
Cuisine—are the gastronomic manifesta- 
tion of Malaysia’s extraordinary multicul- 
turalism. Nowhere else in the world can 
you find the dominant ethnic group (here, 
the rendang-loving Malays, who make up 
about 53% of the population) living so ami- 
cably with such a big and economically 
powerful minority (the kway teoh-eating 
Chinese, about 26%, not to mention the In- 
dians, another 8%). In 1998, when the 
Asian crisis sent Malaysia’s national in- 
come crashing by almost 8%, and next 
door in Indonesia hundreds of Chinese 
were being lynched by jealous Indone- 
sians, Malaysia’s Chinese went unscathed. 
Then there are the women. Many of 
those who swarm around the KLCC's 
shops and eateries wear the tudong, the lo- 
cal version of the chador, tightly framing 
the face. But the tudong is often accompa- 
nied by figure-hugging jeans or T-shirts of 
which the religiously conservative would 
surely not approve. Nor is there any at- 
tempt to impose the tudong on non-Mus- 
lims, be they the local Chinese or foreign- 


ers. Pork and alcohol are freely available. 

Nor can the KLCC itself fail to impress 
the visitor. Itis not just the $1,000 jackets at 
Ermenegildo Zegna, or the 50-inch plasma 
flat-screen television sets at Sony World, 
but the quality of the infrastructure: the 
light railway that glides away to the rest of 
Kuala Lumpur and connects to a high- 
speed train that hurtles you out to the 
gleaming new international airport, 60km 
(38 miles) away along a cabled-up “Multi- 
media Super Corridor”; or the bristling for- 
est of skyscrapers, crowned by the needle- 
thin Petronas Towers, which must rank 
among the most magnificent office build- 
ings on any continent. It would be easy to 
imagine that this is the capital of a rich 
country, not of a developing one with an 
income of under $4,000 a head. 


The ifs and buts 

Yet look a little more closely, even here at 
the heart of Malaysia’s success story, and 
the picture becomes more clouded. Start 
with those glittering towers. True, one of 
them is fully occupied, but that is only be- 
cause Petronas, the government's oil com- 
pany, has “chosen” to move so many of its 
staff into it. Petronas reports direct to the 
prime minister's office, and has often ob- 
liged the government before. In 1998, one 
of its subsidiaries bought out a troubled 
shipping company that belonged to none 
other than the prime minister's eldest son, 


an investment decision that raised more >> 


* than a few eyebrows. The second tower is 
half empty, and occupants complain that 
the offices, especially on the higher floors 
where the building tapers, are poky and 
full of awkward corners. 

Or take the tudong: there are a lot more 
of them now than there were ten years 
ago, or even five. Wearing one is not com- 
pulsory, but women who immodestly re- 
veal their hair encounter increasing pres- 
sure, even abuse. Two of Malaysia's 13 
states already have Islamic governments, 
which are trying to impose laws permit- 
ting the amputation of thieves’ hands and 
the stoning of adulterers. They have also 
cracked down on the sale of alcohol. At na- 
tional level, the Islamic opposition qua- 
drupled its representation in parliament at 
the most recent election. 

And as for that famous multicultural- 
ism, look again. You will see Chinese and 
Malays thronging into the food court, but 
only rarely in mixed groups. And you will 
probably wait in vain to see a Chinese-Ma- 
lay couple: they are a rarity, involving 
compulsory religious education for the 
non-Muslim partner. The fact is that the 
two communities, though relations be- 
tween them are civil enough, live their 
lives largely apart, attending different 
schools and universities, speaking differ- 
ent languages and working for different 
employers. Malaysia's political parties, in 
practice, are uniformly race-based. The 
government's vision of a "Malaysian race" 
by 2020 looks wildly premature. 

Malaysia, in short, has achieved re- 
markable successes, but there is reason to 
worry that they are not yet solidly bedded 
down, and they certainly owe more than 
they should to tough government action. 
Criticise the policies that have hobbled the 
Chinese to help the Malays catch up, and 
you face a charge of sedition. Bring protes- 
ters out on the street, and you may be 
banged up in prison without charge. A 
proper debate on anything contentious is 
impossible because the press does pretty 





much what it is told. Until September 11th 
2001, the West regarded Dr Mahathir as 
something of a pariah because of the 
heavy-handed methods he employed 
against his opponents, though the attacks 
on America have turned him into a neces- 
sary ally in the war against terrorism. 
Conservative Islam is a looming threat, 
at least in parts of the country, no matter 
how carefully government-licensed televi- 
sion stations ensure that all female pre- 
senters are tudong-less. The imprisonment 
(usually without charge) of scores of so- 
called radicals implies either that there is a 
genuine danger of subversion, which is 
alarming, or that the government is misus- 
ing its emergency powers, which is alarm- 
ing in a different way. Race relations are 
mainly good, but there are simmering re- 
sentments. And although the economy 
has bounced back from the dark days of 
1997-98, and some of the worst cronyist ex- 
cesses have been cleaned up, it seems clear 
that the days of double-digit growth—fu- 
elled by lavish foreign direct investment, 





most of which has now been diverted to 
China-are gone for good. The more astute 
of Malaysia’s commentators wonder how 
the country’s 24m people will ever man- 
age to change their status from developing 
to developed country. 


Guardian or jailer? 

That is why the transition on which Malay- 
sia is about to embark is so important. In 
October, if he is to be taken at his word, Dr 
Mahathir will step down after 22 years as 
prime minister, far longer than any demo- 
cratically elected leader in power any- 
where else in the world. His chosen succes- 
sor, Abdullah Badawi, currently the 
deputy prime minister, sometimes seems 
to be everything that Dr Mahathir is not: a 
cautious bureaucrat rather than a vision- 
ary; a conciliator, not a fighter; an un- 
worldly descendant of clerical scholars 
with a degree in Islamic studies, rather 
than a technophile and moderniser. Al- 
though he is more than a decade younger 
than his boss, who is a terrifyingly active 
77, Mr Badawi appears older and less vig- 


| orous. Is he up to the job of guarding Ma- 


laysia against the demons of religious ex- 
tremism, racial hatred and a fragile and 
volatile global economy? Willhe be able to 
dispense with the authoritarianism that, 
to many, has made Dr Mahathir look more 
like a jailer than a guardian of his people? 
And can he hold the fractious ruling co- 
alition together, a job that even Dr Ma- 
hathir has sometimes found a struggle? 
Mr Badawi's admirers argue that he is 
far tougher than he looks. For the past four 
years he has served as home minister, » 





> which means that his name has been on 
all the orders issued under Malaysia’s In- 
ternal Security Act, the instrument for 
rounding up dozens of what the govern- 
ment calls dangerous militants and the op- 
position calls, for the most part, legitimate 
opponents. It is not an argument calcu- 
lated to appeal to western liberals, but it 
carries some weight. 

More palatably, they also say that Mr 
Badawi is well placed to try to win back 
support for the ruling party, the United 
Malays National Organisation (UMNO), 
which has been leaching away to the main 
Islamic opposition party, PAS. Thanks to 
his own religious qualifications, Mr Ba- 
dawi can speak with greater authority—in 
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WORLD away from the hillside palace 

Dr Mahathir has built himself in Pu- 
trajaya lives the man the ruling party fears 
most. Nik Aziz, the 71-year-old spiritual 
leader of the Parti Islam Semalaysia (PAS), 
the main Islamic opposition party, inhab- 
its the same two-storey wood and brick 
building by the local mosque that his fa- 
ther did before him, even though, since 
1990, he has been chief minister of the 
state of Kelantan, in Malaysia's poor north- 
east. His conspicuously simple clothes, the 
obvious devotion of his followers (who 
call him Tok Guru, meaning something 
like "Uncle Teacher") and his genuinely 
friendly and hospitable manner all con- 
tribute to his air of saintliness. Only the 
enormous black Mercedes-a recent acqui- 
sition—parked outside the Mosque strikes 
a jarring note. 

UMNO, the party of all of Malaysia's 
prime ministers and the core of the ruling 
Barisan Nasional (BN, or National Front) 
coalition, has good reason to fear PAS, 
which three years ago gave it the worst 
scare in its 56-year history. In the election 
in November 1999, PAS gained 20 seats, 
mainly at UMNO’s expense. Thanks to Ma- 
laysia’s first-past-the-post electoral system, 
the overall result still left the BN over- 
whelmingly in control, with 148 of the 193 
seats, but that comfortable figure con- 
cealed some much more worrying ones. 
The BN won only 56.6% of all votes cast, 
down seven percentage points, with the 
rest going to a newly formed “Barisan Al- 
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Arabic if need be—than Dr Mahathir does 
in defence of the government's secular 
version of Islam against PAs's charges of 
godlessness. Mr Badawi's modest private 
life and generally clean image may also go 
down well as a change from his predeces- 
sor, who is famous for spending hundreds 
of millions of dollars on dubious “mega- 
projects". These include Kuala Lumpur's 
half-empty new international airport, the 
Multimedia Super Corridor between the 
airport and the city, and the glittering new 
administrative capital he has built in Putra- 
jaya, just outside Kuala Lumpur, complete 
with an over-the-top prime minister's pal- 
ace which Mr Badawi would be well ad- 
vised not to move into. 
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The government's first priority is to prevent the Islamic opposition from 


ternatif" that grouped together PAs, the 
mainly Chinese Democratic Action Party 
(DAP) and the new, mainly Malay Na- 
tional Justice Party (Keadilan), led by Wan 
Azizah, the wife of the sacked and jailed 
former deputy prime minister, Anwar 
Ibrahim. 

The result implied, for the first time, 
that UMNO no longer commanded a ma- 
jority of the Malay vote. And even though 
the Barisan Alternatif has since disinte- 
grated, its constituent parties have pledged 
to continue the election pact under which 
the parties agree to stand down their can- 
didates in favour of the strongest among 
them. Even more humiliating for UMNO, 
PAS took control of a second state, Tereng- 
ganu, alongside Kelantan, and made in- 
roads in Kedah, Perak, Perlis and Pahang, 
which are all now potentially vulnerable, 
and even in UMNO heartland states like 
Selangor. UMNO responded by stripping 
Terengganu's state government of the roy- 
alties from offshore oil drilling on which its 
finances depended. 

The Barisan Alternatif may have 
helped to give it a veneer of respectability, 
but there is nothing moderate about the 
version of Islam that PAS espouses. Its po- 
litical leader, Hadi Awang, declared a ji- 
had, or holy war, against UMNO as early as 
1986, denouncing the party as un-Islamic. 
More recently, pas leaders have declared 
jihad against America. During the cam- 
paign in Afghanistan, PAS supporters 
demonstrated outside the American em- 


Ma 


The smarter among Mr Badawi's supp- 
porters concede that cleaning up poli- 
tics—or at least the perception of politics— 
will be their most pressing task come Octo- 
ber. Mr Badawi has put together an 
impressive team of bright young people to 
plan for the handover, but the timing will 
betight. A general election must be held by 
the end of 2004, and a poor result would 
spell an early end to Mr Badawi's prime 
ministership. UMNO politics are a snake- 
pit, as often happens when one party has 
monopolised power for too long, and at 
least two powerful challengers are already 
lining up. Above all, the election result will 
depend on how well Mr Badawi tackles 
the Islamic opposition. 8 
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The world according to Nik Aziz 
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bassy in Kuala Lumpur, wearing Osama 
bin Laden T-shirts. America is far and 
away Malaysia's largest trading partner, 
but that has not stopped PAs from calling 
for a boycott of American goods. Nik Aziz 
says he believes that the destruction of the 
World Trade Centre was carried out by 
Jews, not al-Qaeda. But perhaps most 
striking is the PAS leadership's enthusiasm 
for cutting off hands. 

Malaysia has always lived under 
shariah, or Islamic law, but its scope has 
been tightly circumscribed since colonial 
times. It applies only to Malays, and then » 





> only in civil matters and to relatively mi- 
nor criminal ones, for which the sentence 
is not more than a year in prison, five 
strokes of the rattan or a fine of 3,000 ring- 
git. All serious criminal matters are the 
province of the federal government. But 
Nik Aziz in Kelantan and Hadi Awang, 
chief minister in next-door Terengganu 
since the 1999 election, have brought for- 
ward bills that would impose hudud, the 
strict and non-discretionary Islamic list of 
penalties including amputation of a hand 
for theft, death by stoning for adultery and 
100 lashes plus a year in jail for sex be- 
tween people not married to each other. 

These laws are not supposed to apply 
to non-Muslims, although some PAs lead- 
ers say that they may in time be extended 
to them. For Nik Aziz, itis simply unthinka- 
ble not to have such punishments on the 
books. “An Islamic state must be guided by 
the Koran and the Hadith,” he says. “If we 
do not have hudud, what kind of an Is- 
lamic state are we?” Western horror, he 
thinks, is misplaced. “On drugs, we are 
very tough: we have the death penalty, 
and you don’t mind at all. But when we 
propose the cutting off of hands, you get 
very upset. Yet chopping hands isn’t as se- 
rious as taking someone’s life.” 


How much hudud? 

So far, the hudud laws have not been ap- 
plied: the federal government has refused 
to approve them, and the police in the two 
PAS States say they will not enforce them. 
But the PAs leaders mutter about recruit- 
ing their own hudud police and defying 
the federal government, though many be- 
lieve this is bluster: PAs often shrinks from 
actually practising what it preaches. Still, 
alcohol has largely vanished from PAs- 
ruled states, and pop concerts are banned, 
as is traditional Malay mak yong dancing, 
becauseitinvolves men and women danc- 
ing together. The lights are no longer 
dimmed in cinemas, to prevent the offence 
of "close proximity". 

Not all PAs members are as funda- 
mentalist as the two chief ministers: in- 
deed, there is a sharp division between 
them and a younger group educated at 
European rather than Middle Eastern uni- 
versities. But for now, at least, it is the fun- 
damentalists who have the upper hand. 

If recent by-elections are any guide, 
none of this seems to have done much 
damage to PAS's popularity. In July 2002, 
following the death of Fadzil Noor, then 
the PAs political leader, UMNO saw its 
opportunity to beat PAS back. It threw 
everything it had into the by-election, in- 


cluding allegations of links between PAs 
and a banned Islamic militant group, the 
KMM. Butthose allegations cannot be veri- 
fied, because the 70-plus alleged KMM 
members are being detained under Malay- 
sia's Internal Security Act SA), which dis- 
penses with the need for evidence, a trial 
or even a charge. One of those being held 
is the son of Nik Aziz, though what he is 
supposed to have done is a mystery. 

UMNO was fortunate in that the seat in 
question was in Kedah, Dr Mahathir's 
home state, and it needed to overturn a 
majority of just 2,900. In the event, it did 
win, but by only 283 votes; and it failed to 
win the separate election for Fadzil Noor's 
seat in the state parliament. This hardly 
bodes well for its fight-back from its 1999 
decine, which it attributes to the econ- 
omic crisis and the aftermath of Anwar 
Ibrahim's arrest. 

Mr Anwar was a pioneer of Malaysia's 
Islamic Youth Movement, until Dr Ma- 
hathir co-opted him into UMNO in 1982, 
and he retains a strong following among 
the religious. His arrest, and above all the 
beating he received in prison, undid at a 
stroke much of the gain from 16 years of 
careful cultivation of Malaysia's moderate 
Islamists. If, as the government's suppor- 
ters contend, its fortunes have greatly im- 
proved since then, it should have done 
much better in Kedah. 

Much of PAs'ssuccessis undoubtedly a 
reaction to UMNO's unpopularity, and 





PAS has successfully hammered away at 
allegations of corruption, of excessive 
spending on Dr Mahathir's beloved mega- 
projects and of state-funded bail-outs for 
favoured captains of industry while others 
were going to the wall. UMNO’s more hon- 
est thinkers admit there is much truth in all 
this, and are hoping for reform under Mr 
Badawi. But a large part of PASs's appeal 
also stems from the fact that itis an uncom- 
promisingly Islamic party, which poses a 
much more intractable problem for 
UMNO. Should it take a stand against the 
Islamisation of a country that has always 
prided itself on its secular nature (some- 
thing of a necessity, given that only 60% of 
the population is Muslim)? Or should it 
compete directly with PAs, by offering its 
own, rival version of Islam? UMNO’s sol- 
ution has been a blend of both. 

In Malaysia, Islam sells. There are reck- 
oned to be around 700,000 young Malays 
attending religious schools in the country, 
and many more studying abroad in such 
Islamic centres as Pakistan, Egypt and 
Saudi Arabia. Many, though by no means 
all, of these schools are overtly political. 
And although religious extremism is noth- 
ing like as much of a problem as in neigh- 
bouring Indonesia, at least until 2001 ex- 
tremists have seen Malaysia as an ideal 
place to operate from. Riduan Isamuddin, 
also known as Hambali, is South-East 
Asia’s most sought-after terrorist suspect, 
wanted in connection with a string of 
bombings, including last year’s Bali bomb. 
In the early 1990s he was based at the Luq- 
manul Hakiem religious school in south- 
ern Malaysia’s Johor state. So, too, was 
Abu Bakar Basyir, alleged to be the leader 
of Jemaah Islamiah, which is thought to 
have carried out the Bali attack, and Muk- 
hlas, alleged to be its operations chief. 

That school has now been closed, mak- 
ing Dr Mahathir the only leader in Asia 
who has been brave enough to take on ex- 
tremism at source. At least 500 other Ma- 
laysian religious schools face the same 
fate, because last October the government 
started withdrawing state funding from 
such establishments. “The majority of 
these schools contribute nothing to the 
educational stock,” says Mr Badawi. Hu- 
man-rights activists have objected that the 
government's de-facto censorship of 
classes and sermons amounts to a viola- 
tion of religious freedom, but the govern- 
ment seems little concerned. A more seri- 
ous worry may be that, deprived of 
government funds, the religious schools 
will be forced to look for money from 
abroad, which will inevitably come with pp 
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ideological strings attached. 
There have also been scores of arrests 
of suspected militants: according to one 
human-rights group, 113 people are being 
held under the 1sA in Malaysia's main de- 
tention camp alone. September 11th, in a 
way, has been a godsend to Dr Mahathir, 
allowing him to crack down on “extrem- 
ists” without a peep of protest from the 
West, even if some of them are merely op- 
ponents of the government. By trying to 
link those arrested to PAs, the government 
has hoped to discredit the opposition, 
though itis not clear that this has worked. 
But Dr Mahathir’s willingness to take on 
the militants long pre-dated September 
11th: the first big sweep was in July 2001, 
well before the World Trade Centre fell. 
Because, under the ISA, no one ever 
needs to be put on trial, it is difficult to say 
whether violent Islam is a big problem in 
Malaysia. But most observers seem to 
think that it is quite limited, and that the 
government now has it firmly under con- 
trol. PAs's brand of Islam is entirely differ- 
ent democratic, non-violent and much 
harder for the government to deal with. 
The second strand of the government's 
policy for dealing with the PAs is to pre- 
emptit. For the past 20 years, Malaysia has 
been growing steadily more Islamic. The 
signs of it are everywhere, perhaps most 
glaringly at shiny new Putrajaya, where Dr 


Mahathir's magnificent mosque 


Mahathir ordered the construction of an 
immense mosque with a minaret 116 me- 
tres (380 feet) high, the tallest in South-East 
Asia. For a country that insists on its multi- 
culturalism, this is an odd signal to send to 
the 4096 of the population who are not 
Muslims. 

The government has also worked tire- 
lessly to encourage Islamic banking, to the 
extent that even foreign banks are obliged 
to provide Islamic banking services. Since 
1998, Islamic civilisation has been a com- 
pulsory subject at Malaysia's national uni- 
versities. There is a new Islamic university, 
and attending religious classes is a regular 


A tale from Terengganu 


INCE Malays make up only 53% of Ma- 

laysia’s population, any party that 
wants to wield power needs the support 
of the non-Malays, and in particular of 
the Chinese, the largest and by far the 
wealthiest minority. That is why the state 
of Terengganu is so important to PAS, 
which won it three years ago. The party 
needs to reassure the Chinese that they 
can prosper under its rule. 

Up to a point, it is succeeding. Stroll 
around the main shopping street in the 
centre of Kuala Terengganu, the state capi- 
tal, and the Chinese seem to be thriving. 
By far the greatest concentration of shops 
and restaurants is to be found in Kam- 
pong Cina (Chinatown), and if you fancy 
a beer or a plate of sweet-and-sour pork, 
itis readily available. The rest of the state, 


however,is now almost completely dry. 
Andarecent PAS ordinance has decreed 
thattour guides may not escort people of 
the opposite sex, so that a family out to 
see the sights has to divide into a male 
and a female group and hire two guides. 
However, Ng Chai Hing, a DAP local 
councillor, says that the pas authorities 
have efficiently wooed the Chinese com- 
munity, giving assurances that the hudud 
laws will not apply to it and, in one much- 
appreciated case, giving land title to a 
group of Chinese families who had been 
appealing in vain to the previous, UMNO- 
led,state government for 30 years. In- 
deed, according to one school of thought 
PAS might suit the Chinese community 
better than UMNO. A main plank of 
UMNO's political platform has been to in- 





feature of life in a government office. Two 
years ago the government introduced à 
law that obliges anyone who plans to be- 
come an apostate (an Islamic woman, for 
instance, who wants to marry a Chinese 
man, rare though that is) to spend a year in 
a religious re-education camp. That is less 
draconian than PAs’s proposed punish- 
ment of death, but it is another step in a 
disturbing direction. 

The most debated sign of this Islamisa- 
tion drive came from the prime minister 
himself, who on September 29th 2001 said 
that Malaysia is "an Islamic state". But 
what did that mean? To his ethnic Chinese » 


Can PAS win Chinese hearts? 


crease Malays' share of the economic pie, 
invariably at the expense of the Chinese. 
The Islamists, by contrast, are content to 
leave well alone. 

But it is difficult to generalise from Te- 
rengganu to the rest of the country. The 
state's Chinese population is in a tiny mi- 
nority of 3-4%. It has been there for almost 
300 years, and has long learned to live in 
an overwhelmingly Malay, Islamic envi- 
ronment. A PAs-dominated government 
in Kuala Lumpur in charge of a genuinely 
Islamic state would be a very different 
matter. Non-Muslims could not be law- 
yers or political decision-makers, and 
their testimony in court would be worth 
only half that of Muslims. In Terengganu 
or any where else in Malaysia, the Chi- 
nese would find that hard to live with. 





KL's secular pleasures 


* critics in the opposition DAP, it was little 
short of a declaration of cultural war. All 
previous prime ministers had been careful 
to call Malaysia a secular state; although Is- 
lam is recognised as "the religion of the 
federation", the constitution pledges that 
other religions may be practised "in peace 
and harmony". For their pains, 33 of the 
DAP activists who protested at the speech 
were (briefly) arrested, including the 
party's leader. According to UMNO, all Dr 
Mahathir meant was that Malaysia is al- 
ready Islamic enough, and needs to make 
no further moves towards theocracy, but 
the phrase sent shivers down Chinese and 
Indian spines. PAS, for its part, dismissed it 
as inadequate. 

For all that Islamisation, it is worth re- 
calling how secular Malaysia remains. Al- 


cohol is freely available everywhere ex- 


cept in the two PaAs-governed states. 
Chinese restaurants cheerfully sell pork, 
though when they share premises, as in 





hawker centres or food courts, they must 
stick with halal food. The tudong is still a 
matter of choice, more or less. Women are 
highly emancipated and eligible for top 
jobs. For example, the governor of the cen- 
tral bank is a woman, as is the minister for 
trade and industry. And although laws 
against “close proximity" are on the books 
everywhere, they are seldom applied, and 
do not seem to interfere with Kuala Lum- 
pur's reasonably lively night-life. 


Election fever 

How will the issue of religion play at the 
next election, which is probably less than a 
year away? One factor is that there will be 
2m new voters, an extraordinary number 
for a population of only 24m. The young in 
Malaysia, as anywhere else in the Islamic 
world, tend to be far more religiously radi- 
cal than their elders. 

If the election were a straight fight for 
the Malay vote between PAS and UMNO, 
things might go badly for the government, 
but Malaysian politics do not work that 
way. The contest is not so much among 
parties as among shifting coalitions, 
whose membership is never fixed for long. 
The genius of UMNO, and the reason why 
it is still in power after an unbroken run of 
45 years, is that it has always managed to 
co-opt the people it needs. Even PAS was 
part of the BN between 1974 and 1978. 

At present, besides UMNO the Barisan 
Nasional includes the Malay Chinese 
Association (MCA), Gerakan (a mainly 
Chinese left-leaning party) and the Malay- 
sian Indian Congress, as well as ten 
smaller parties, including the vitally im- 
portant dominant parties in the East Ma- 
laysian states of Sarawak and Sabah. 


Anwar Ibrahim's long shadow 





These last two states, which are mainly 
Christian, fond of rum and unlikely ever to 
vote for PAS, deliver a useful 49 seats to the 
ruling coalition. On top of that, according 
to A.B. Shamsul, professor of social an- 
thropology at the National University of 
Malaysia, the presence of the MCA in the 
ruling coalition more or less guarantees 
that, in all except the smallish number of 
seats where the population is more than 
70% Malay, PAS is bound to lose. Few, if 
any, Chinese or Indians are ever going to 
vote for a party that wants to see full- 
blown shariah become the basis of law. 

True, PAS has had a Chinese partner, in 
the shape of the DAP, in its own Alterna- 
tive Front coalition. But the DAP saw its 
vote bleed away to the MCA, because its 
voters distrusted PAs, and in 2001 it with- 
drew from the coalition. So with the Malay 
vote split more or less evenly, and the bulk 
of the Chinese vote sewn up, the BN looks 
invincible wherever non-Malays are 
present in reasonable numbers. According 
to one government insider, the latest 
changes to Malaysia's electoral bound- 
aries, which will add 25 seats, are designed 
to ensure that Malay and non-Malay vot- 
ers are well mixed. That is no doubt good 
for multiculturalism. But it means that 
PAS's chances of breaking through at the 
national level are negligible, particularly 
following the disintegration of the Alter- 
native Front. Still, were the Islamists 
merely to capture another state, let alone 
two, the damage to UMNO's prestige 
would be immense. How likely is that to 
happen? In part, it depends on how far Mr 
Badawi's new government can show that 
it is breaking with Dr Mahathir's dicta- 
torial leanings. 8 


The brutal treatment meted out to the former deputy prime minister stills haunts Malaysian politics 


PPOINTING an official human-rights 
commission seemed a good idea at the 
time, but when the creature started show- 
ing signs of independence, the Malaysian 
government had to act. It declined to re- 
new the appointment of its most trouble- 
some members and, to be on the safe side, 
put in a former attorney-general (of all 
people) as chairman. Small wonder that 
Malaysia’s human-rights NGOs boycotted 
the commission for much of last year. 
The story illustrates a depressing trend 


under Dr Mahathir: wherever possible, 
criticism of the ruling party is choked off at 
source. Malaysia may be a democracy in 
broad outline, and opposition parties do 
win seats in parliament, but only against 
great handicaps. Freedom of expression 
has been badly eroded under Dr Mahathir, 
and critics of the government no longer 
believe that they can count on either the 
media or the courts to protect them. 

The press is the most obvious example. 
With the exception only of Myanmar's, it is 


the most supine in non-communist Asia. 
Theleading paper, the New Straits Times, is 
almost as fawning a read as the China 
Daily, invariably devoting slabs of uncriti- 
cal coverage to the sayings and doings of 
Dr Mahathir and now Mr Badawi. Report- 
ers sans Frontieres, which works for free- 
dom of the press, last year ranked Malay- 
sia 110th out of 139 countries on that score. 

Unwelcome views are squeezed out by 
a variety of methods. The Star, which once 
had a reputation for independence, was » 


> closed down for a year in 1987 for criticis- 
ing a wave of arrests, and has been a 
shadow of its former self ever since. PAS's 
party newspaper, Harakah, and the DAP’s 
Rocket can be sold only to party members, 
and Harakah has been ordered to distri- 
bute only fortnightly, not twice a week. A 
DAP party newspaper in east Malaysia has 
been trying in vain to get a licence to print 
for the rest of the country. Two main Chi- 
nese-language dailies, the China Press and 
Nanyang Siang Pau, which used to be con- 
sidered less captive than the Malay-lan- 
guage press, were bought by the Malay- 
sian Chinese Association, part of the 
ruling coalition, in 2001. And the less said 
about Malaysian television, the better. 


Protest in cyberspace 

Only the internet has provided a little re- 
lief from the dreary tide, though, sadly, 
few people have taken advantage of this, 
with the honorable exception of Malaysia- 
kini, a web publication run by the coura- 
geous Steven Gan. Their caution was vin- 
dicated when in January police seized 
Malaysiakini’s computers after it pub- 
lished a letter criticising the pampering of 
Malays. The website stayed up, operated 
from a back-up site, but in skeletal form. 
The government makes no apology for 
this kind of behaviour, claiming the right 
to supress comment which might disturb 
Malaysia's delicate racial balancing act. 

The opposition cannot even hold ral- 
lies, because in July 2001 the government 
imposed a blanket ban on political gather- 
ings in public places, supposedly in the in- 
terest of public order. The opposition says 
this hurts it far more than UMNO, which 
can get its message across through the 
compliant media. Supposedly, indoor 
gatherings are fine, except that if they are 
organised by opposition parties, the police 
sometimes block those too. 

By far the most serious cause for con- 
cern, though, is the government's misuse 
of the Internal Security Act (1sA), a draco- 
nian piece of legislation enacted shortly 
after independence. Most of the arrests un- 
der the 1sA have been of alleged Islamic 
militants, for which there is currently a de- 
gree of international sympathy. But in 
April 2001, the government put behind 
bars a group of activists including promi- 
nent members of the mainly-Malay oppo- 
sition group Keadilan, founded in protest 
at the jailing of Anwar Ibrahim. 

UMNO apparatchiks mutter darkly that 
the “Reformasi Six"—the others have since 
been released—had been planning to over- 
throw the state, though the evidence for 


this has never been presented. Whatis cer- 
tain is that the arrests have deprived Keadi- 
lan of some of its most able people. The 
party once looked like a credible threat to 
UMNO, appealing to educated, urban vot- 
ers who were disenchanted with Dr Ma- 
hathir’s autocratic style. It also offered a 
counterbalance to PAS, which is predomi- 
nantly rural. But with many of its leaders 
in prison, and rallies outlawed, it has been 
largely neutralised. 

At a minimum, human-rights cam- 
paigners want safeguards introduced into 
the workings of the rsa. As things stand, 
ministers have almost unfettered discre- 
tion to hold suspects for an initial 60 days, 
followed by two more years: when that 
time is up, a fresh arrest can be made. 

What really shocked observers both in- 
side and outside Malaysia, however, was 
the case of Mr Anwar, the most charis- 
matic young politician of his generation, 
who was being groomed to succeed Dr 
Mahathir. The reasons for the falling out 
are a matter of debate. The Mahathir camp 
Says it was pure impatience on Mr Anwar's 
part. Mr Anwar's wife, Wan Azizah, who 
now leads Keadilan, says there were dis- 
agreements over how to handle the econ- 
omic crisis and over Dr Mahathir’s lavish 
spending on his mega-projects. Either way, 
in September 1998 Mr Anwar was sacked. 

Mr Anwar did not go quietly. At the 
time, South-East Asian politics were run- 
ning hot: in Indonesia, General Suharto 
had been driven from power four months 
earlier by huge street demonstrations. By 


Anwar (and wife, right) in happier days 


calling his supporters on to the streets, and 
using some of the same slogans, Mr Anwar 
seemed to be posing a serious threat to the 
government. It did not come as a great sur- 
prise when, on the night of a vast demon- 
stration, Mr Anwar was arrested. Nine 
days later, he was charged not with public 
order offences but with sodomy and cor- 
ruption, witnesses having conveniently 
come forward years after the alleged 
events. Mr Anwar was found guilty on 
both counts. Human-rights campaigners 
think the trial was farcical. Mr Anwar is 
now serving consecutive six- and nine- 
year prison terms. As this survey went to 
press, Mr Anwar's appeal against the sec- 
ond conviction was, at long last, being 
heard. Theoretically, he could be released 
as early as April 14th, though few observ- 
ers expect that to happen. 

The treatment meted out to Mr Anwar 
still rankles with many. He was badly 
beaten up in prison, and the police chief 
responsible was given a sentence of only 
two months. But September 11th changed 
a lot: before then, the Bush administration 
regarded the Anwar issue as an obstacle to 
the Malaysian prime minister meeting the 
American president, but in May 2002 Dr 
Mahathir visited the White House. 

Still, the domestic element matters, too. 
How Mr Badawi deals with Mr Anwar will 
be seen as an important test of his prime 
ministership. Whatever happens, it seems 
certain that Mr Anwar, arguably as bril- 
liant and controversial a figure as Dr Ma- 
hathir himself, will be heard from again. = 








I DR MAHATHIR an old man in a hurry? 
It certainly seems so. With his long reign 
drawing to a close, he has been reversing 
some of his party’s most cherished poli- 
cies, perhaps secure in the knowledge that 
it is his successor who will have to deal 
with any backlash. 

Malaysia is probably the only country 
in the world with racial discrimination ex- 
plicitly written into its constitution. The 
Malays—or to be more accurate, the bumi- 
putras, or sons of the soil", aterm that cov- 
ers not only the Malays but other indige- 
nous ethnic groups as well-felt them- 
selves at a serious disadvantage when 
independence came in 1957. Under British 
protection, Malaysia's Chinese traders and 
businessmen had prospered. The bumipu- 
tras, who lived mainly in the rural areas 
and had little access to education, owned 
only 2.5% of the country's corporate assets, 
against over 30% for the Chinese. (Foreign- 
ers, mainly British, owned the rest.) 

On May 13th 1969, simmering tension 
between the Malays and the Chinese burst 
on to the streets. By the end of that day, 
200 people were dead, and Malaysia was 
on its way to adopting a wide-ranging pol- 
icy of positive discrimination. Launched 
in 1971, the New Economic Policy (NEP) re- 
served the lion's share of government jobs 
and university places for bumiputras. Pub- 
licly quoted companies had to ensure that 
at least 30% of their shares were held by 
this group, and to hand out a similar share 
of jobs to them. At the same time the gov- 
ernment "Malayised" education: Malay 
schools had to teach solely in Malay, not 
English, though Chinese-language prim- 
ary schools, paid for by the government, 
and Chinese secondary schools, mainly 
funded by the Chinese community, were 
allowed to continue as before. 

These policies have had a big impact, 
not all of it as planned. Counterproduc- 
tively, the education provisions have kept 
Malay and Chinese children apart, be- 
cause they are educated in different estab- 
lishments and in different languages. Not 
many Chinese go to the national universi- 
ties either, partly because of the language 
issue, but mainly because there is a quota 
system. Although this has been relaxed in 
recent years, so that only 55% of places are 





now reserved for bumiputras, the Chinese 
are far more likely to send their children to 
university, so a Chinese student needs 
much better grades to be sure of a place. 
The solution until recently has been for 
tens of thousands of young Chinese Ma- 
laysians to be sentto study abroad, at great 
expense. For the Malays, the consequent 
decline in the standard of English has be- 
come quite marked. 

The NEP and its successor plans have 
also left their mark on business, again not 
quite as intended. Chinese companies 
have, by and large, chosen to stay small 
and private, rather than growing to the 
point of having to comply with the NEP's 
requirements. At the same time, the en- 
couragement given to Malay businessmen 
has led to some spectacular and expensive 
misjudgments. Critics argue that the NEP 
promoted crony capitalism (see the next 
article), with asset sales, cheap credit and 
large contracts being directed to a favoured 
few ethnic Malays. The Asian economic 
crisis in 1997-98 exposed the consequent 
weaknesses. 


Learning tolove the NEP 

Even so, it appears that Malaysia's Chinese 
have come to accept the NEP. For all its 
limitations, the Chinese in Malaysia think 
themselves better off than in neighbour- 
ing Thailand or Indonesia, where they had 
to assimilate completely. In Thailand, they 
were forced to take Thai names: if you did 
not know that, you might think there were 
no Chinese in Thailand at all. In Indonesia, 
most manifestations of Chinese culture 


(though not names) were suppressed: at 
one time, it was illegal to import Chinese 
books or papers. Even so, Indonesia ex- 
perienced repeated pogroms. “If the NEP is 
the price we pay to keep our culture and 
live safely, it is not a bad price,” says one 
Chinese businessman. “The policy has ac- 
tually helped us,” argues Ng Lip Yong, a 
Chinese member of parliament. “It has 
made us more resilient, more competitive. 
We have had to fight the handicaps, and it 
has made us tougher.” No business could 
sound more Malay than Royal Selangor, 
Malaysia’s famous pewter-maker, but it is 
owned and run by a Chinese. 

Politically, too, the Chinese are well 
placed these days. The success of the PAs 
Islamists has meant that, in effect, the Chi- 
nese (and other non-Malays) hold the bal- 
ance of power between the two big Malay 
parties, PAS and UMNO. Ling Liong Sik, 
the leader of the Malaysian Chinese Asso- 
ciation, which is part of the ruling co- 
alition, says that his members are less 
bothered about the restrictions than they 
used to be. No Chinese, for instance, 
would want a civil-service job anyway, 
and there are now so many private univer- 
sities in Malaysia that would-be Chinese 
students no longer have to go abroad. 

In any case, the days of the NEP now ap- 
pear to be numbered. In a famous book 
published in 1970, “The Malay Dilemma”, 
Dr Mahathir, who had just been expelled 
from UMNO for criticising the leadership, 
argued that Malays had to decide 
“whether they should stop trying to help 
themselves in order that they should be » 
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proud to be the poor citizens of a prosper- 
ous country, or whether they should try to 
get at some of the riches that this country 
boasts of, even if it blurs the economic pic- 
ture of Malaysia a little”. In the 1970s, 
UMNO chose the second of those options. 
But Dr Mahathir called it a dilemma advis- 
edly, and it seems that he still sees it as one. 
At any rate, the first option now seems to 
be finding increasing favour. 

For the past couple of years, Dr Ma- 
hathir and Mr Badawi have been calling 
on Malays to “throw away their crutches”. 
If anything, Mr Badawi believes this even 
more strongly than his boss. In 2000, he 
was the first to break the taboo, describing 
the NEP as “mollycoddling”, and extolling 
the virtues of competition. Mr Badawi 
says that bumiputras now own 23% of Ma- 
laysia's assets. That is less than the 30% tar- 
get that was supposed to be achieved by 
1990, but the government seems to think 
that discrimination has done its work. 


Rules are for bending 

The relaxation of the university quota is 
one sign of this, but there are others. In 
high-tech, for instance, the terms of the 
NEP do not apply to the huge area desig- 
nated by the government as a Multimedia 
Super Corridor, where all sorts of tax 
breaks are available. In principle, most 
public businesses, for instance stockbro- 
kers, have to ensure that 30% of their staff 
are bumiputra. "In practice, it isn't really 
like that," says one broker. "I go along to 
the central bank, and I show them that we 
have advertised for bumiputra stock an- 
alysts, but that we haven't been able to 
find any with the right qualifications. They 
never actually fine us." 


The big clean-up 


Which language for his maths class? 


Even the requirement that 30% of a 
firm's equity be held by bumiputras is not 
as arduous as it seems. For instance, it does 
not apply to foreign firms manufacturing 
for the export market. And where it does 
apply, these days an increasing number of 
well-managed bumiputra firms can be 
drawn in as partners. 

None of this is to suggest that race rela- 
tions in Malaysia are perfect: far from it. It 
seems invidious, for example, that Malay- 
sia's political parties are all race-based (a 
few of the small parties claim to be other- 
wise, but Keadilan is overwhelmingly Ma- 
lay, Gerakan and the DAP are overwhelm- 
ingly Chinese). 

The past year has also seen a first-class 
inter-racial row on the subject of schools. It 
is difficult to overestimate the importance 
of education in Malaysia, because it cuts to 
the heart of both religious and racial ten- 
sions. That is why the job of education 
minister, considered something of a back- 
water in most countries, carries huge 
weight in this one. Dr Mahathir once held 
the job, as did his predecessor as prime 





minister, Hussein Onn. Anwar Ibrahim 
held it, and so did Mr Badawi. The latest 
dispute was over another of Dr Mahathir's 
attempts to unravel a cherished policy 
from the past: the teaching of English. This 
year marked the start of the re-introduc- 
tion of English as a language of instruction 
in Malaysia's primary schools, to the vig- 
orous opposition of nationalist Malays 
and Chinese alike. Dr Mahathir inherited 
the Malay education policy, as he did the 
NEP, when he became prime minister in 
1981, but has felt bold enough to change it 
only towards the end of his long tenure. 

In the event, the loudest protests came 
from the Chinese, whose schools have had 
to fend off many assaults on their indepen- 
dence, and the government had to give 
ground to them. Maths and science classes 
in Chinese primary schools will continue 
to be taught mainly in Chinese, though 
there will be extra tuition in English in 
those subjects. To the MCA and Gerakan, 
this demonstrates that being inside the BN 
coalition confers real benefit, and that the 
Chinese are becoming more equal. m 


Malaysia has made a good job of putting its house in order after the Asian economic crisis 


HERE are some advantages to demo- 

cratic dictatorship as practised in Ma- 
laysia. If necessary, a government can take 
action with a degree of dispatch that 
leaves more pluralistic polities for dead. 
After Asia's economic crisis in 1997-98, 
weak governments in Thailand and the 
Philippines dithered, and Indonesia 
seemed paralysed by the fall of Suharto. 
By contrast, Malaysia moved swiftly to re- 
form itself, and by general agreement has 
done much the most effective clean-up job 


of any of the South-East Asian countries. 

Crucially, it got a head start. In May 
1998, when the stockmarket was still only 
796 off its peak and non-performing loans 
(NPLS) were around 7% of all loans, the 
government decided to set up an asset- 
management company to tackle the worst 
cases. By July that year the legislation had 
galloped through parliament, and by Au- 
gust the agency, Danaharta, had started 
work. Thailand's equivalent did not get go- 
ing until 2001. 


By any account, Danaharta has been à 
success. As the crisis deepened, some 2096 
of Malaysian debt was reckoned to be non- 
performing. Danaharta took on half of 
that, mainly the largest, most problematic 
loans. The easy part was buying the debt 
from the banks, which Danaharta did at 
market prices (on average, at a discount of 
54% to face value). The hard part was to 
force the companies owing the money to 
retrench and liquidate assets to pay Dana- 


harta back, or to restructure so that the » 





* debt could be returned to the market. Leav- 
ing aside a legal hiccup, now under appeal 
to the Federal Court, Danaharta seems 
well on the way to success, It expects to be 
able to get 57% of the value of its acquired 
and managed loans back, and may even 
make a small profit. It still plans to close 
down in 2005, as originally envisaged. 

Another government body, the Cor- 
porate Debt Restructuring Committee, 
charged with resolving syndicated debt, 
has already closed its doors, on schedule in 
July 2002. Less than 8% of Malaysia's debt 
stock is now non-performing to the extent 
of being six months or more in arrears. Az- 
man Yahya, still under 40, has run both bo- 
dies, having previously worked in the priv- 
ate sector. He attributes Danaharta's 
success to the relative independence from 
government and the sweeping powers it 
was given. It has run itself exactly like a 
private-sector outfit, with a board that in- 
cludes two foreign bankers. 

Bank restructuring has been another 
part of the clean-up. The government in- 
jected a total of 11 billion ringgit into Ma- 
laysia's banks, in part to help them over 
the shock of having to sell their debt well 
below book value. In return, they had to 
accept a wave of consolidation. A total of 
71 lending institutions have been consoli- 
dated into ten “anchor” banks (and an- 
other 20 specialist financial institutions). 
This is still too many for a country of only 
24m people, and a further wave of mergers 
is being encouraged. But competition in 
the banking sector is not being allowed to 
go too far. Zeti Akhtar Aziz, governor of the 
Bank of Malaysia, the central bank, says 
she would not want foreign banks to gain 
more than half the Malaysian market. For- 
eign banks face formidable restrictions, 
even down to the number of counters they 
are allowed to operate, or the speed at 
which they were allowed to introduce in- 
ternet banking (Malaysian banks were 
given a one-year head start). 

It all looks good on paper, but question- 
marks remain. Will the government- 
backed rescues create a climate of moral 
hazard, so that, in a few years, debts will be 
piled up as incautiously as before? No, 
reckons Mr Azman. Malaysia's business 
culture has been fundamentally changed. 
For instance, listed companies are now re- 
quired to separate the functions of owner 
and chief executive. They must also sub- 
mit quarterly results to the stock exchange, 
complete with balance sheets and profit- 
and-loss accounts. These are tougher re- 
quirements than elsewhere in South-East 
Asia. Nor, he insists, were there any bail- 





Azman sees a culture change 


outs. The banks took a big hit when Dana- 
harta took over their loan accounts at mar- 
ket, rather than face, value. The experience, 
he says, will make them more cautious 
about whom they lend to in future. 


A lesson learnt? 

Abdul Aziz, who runs the Malaysia office 
of Transparency International, an orga- 
nisation dedicated to fighting corruption, 
agrees—up to a point. Some of the most 
reckless borrowers in the pre-crash days 
have indeed lost their jobs, he concedes. 
The two most notorious of these are Taju- 
din Ramli, who headed MAs, Malaysia's 
airline, and Halim Saad, at the conglomer- 
ate Renong. Both men fit the classic mould 
of government crony: both were protégés 
of the then finance minister, Daim Zainud- 
din; both are Malays, boosted to create 
role-models for the bumiputras, who 
turned out to be anything but. But, accord- 
ing to Abdul Aziz, Tajudin Ramli received a 
huge farewell present from the govern- 
ment even as he was being shunted out of 
the door. His 29% stake was bought by the 
government for 1.8 billion ringgit, close to 
three times the market price. 

And at Renong, the government 
stepped in when the flotation of a tele- 
coms subsidiary went badly wrong. Still, 
says Abdul Aziz, “on balance, they seem to 
have learned a lesson. We simply cannot 





Zeti, chief broom 


afford a repetition of 1997-98.” The “res- 
ignation” of Mr Daim in July 2001 is said 
by some analysts to have marked a break 
with the old culture of cronyism. Others 
argue that Mr Daim may indeed have been 
the crony-master, but could hardly have 
been acting without the approval of Dr 
Mahathir. 

That raises the question of whether cro- 
nyism really is dead, or whether fresh cro- 
nies are popping up to take the old ones’ 
places. The best guess is that cronyism has 
not gone away, but that it is probably less 
rampant than before. One man in particu- 
lar, though, fits the description of a crony 
perfectly: Syed Mokhtar al-Bukhary. Mr al- 
Bukhary, a close friend of the prime minis- 
ter's, has built an extraordinary empire in a 
the five years since the crisis, including Ma- 
laysia's fast-growing new container port at 
Tanjung Pelepas, a hotel and property 
group, Pernas, mining companies, power 
companies, palm-oil companies and much 
else, including a controlling stake in the Ba- 
kun dam on the island of Borneo. 

Mr al-Bukhary is a proven achiever (as, 
though, were Tajudin Ramli and Halim 
Saadin their day), and Tanjung Pelepasis a 
remarkable success story, having attracted 
the regional hub operations of Denmark's 
Maersk and Taiwan's Evergreen away from 
Singapore. But there are worries. Mr al- 
Bukhary never gives interviews, and 
shrouds his affairs in secrecy: all his assets 
are held through complex vehicles. Several 
of the formerly state-controlled assets he 
acquired did not go through the normal 
tender process. Analysts fear that, just like 
other Malay “winners” picked by the gov- 
ernment in the past, Mr al-Bukhary may 
already have over-extended himself: the 
Bakun dam, in particular, is an expensive 
gamble, and Tanjung Pelepas is unlikely to 
start making money until 2005. 

There are other alleged cronies, but 
none of them is as mysterious or as all-em- 
bracing. And neither of the other two most 
prominent ones, Ananda Krishnan and 
Francis Yeoh, are bumiputras. Dr Ma- 
hathir's supporters argue that such men 
are not cronies, merely successful busi- 
nessmen, and that the concentration of 
contracts in their hands simply reflects the 
fact that the pool of available talent is rela- 
tively limited. They may have à point. 

Overcoming the Asian crisis was about 
more than just restructuring and house- 
cleaning, of course. Another big part of it 
was the imposition of capital and ex- 
change controls and the introduction of a 
dollar peg for the ringgit. All of these were 
greeted with horror by the international »» 





* community at the time, and Dr Mahathir's 
government was deeply divided over 
them. Since then the criticism has turned 
to grudging approval. Even the iMr, at the 
time the harshest critic of Dr Mahathir's 
medicine, praised Malaysia's economic re- 
covery in a 2001 report. That said, wari- 
ness remains: foreign portolio investment 
in Malaysia has never returned to any- 
thing like pre-crisis levels, though mea- 
sures freeing up the capital markets, an- 
nounced on March 11th, may help. 

Also crucial to the recovery has been 
the peg. From a rate of 3.4 ringgit to one dol- 


lar, the currency was devalued to 3.8, well 
below the then market rate, so investors 
had little incentive to take their money out 
by illicit means. Besides, the capital con- 
trols never bit as hard as expected: the gov- 
emment started to lift them almost imme- 
diately for foreign companies, and even for 
domestic ones they were never all that dif- 
ficult to get round. They have now mostly 
gone. 

But the peg remains. As Mrs Zeti puts it: 
“In the past couple of years, I've been told 
that the ringgit ought to be at 3 and at 4.5 to 
the dollar. Such wide swings are highly 


destabilising. We certainly have no diffi- 
culty in maintaining the peg: in the past 
year our reserves grew by $3.5 billion." 
Malaysia's total trade adds up to more 
than 200% of its GDP, so pegging its cur- 
rency to the dollar, in which most of that 
trade is denominated, makes some sense. 
But some economists reckon that now 
might be a good time to come off the peg. 
Trade surpluses have been piling up for 
five consecutive years, and reserves are 
higher than they were before the 1998 de- 
valuation. The market, though, plainly ex- 
pects the peg to stay for a while yet. = 





T MUST have looked like a sure-fire win- 
ner. With a well-educated, English- 
speaking workforce and a relatively low 
cost base, Malaysia was favourably placed 
to take advantage of the wave of invest- 
ment that rolled into South-East Asia in the 
1980s and 90s. With the original four "little 
dragons" (Hong Kong, Singapore, Taiwan 
and South Korea) rapidly moving towards 
developed-country status and therefore 
becoming more expensive, the search was 
on for the next winners. During those two 
decades, some $80 billion was invested in 
Malaysia, turning it into one of the world's 
most export-dependent economies: only 
Singapore and Hong Kong, both tiny city- 
states, sell more abroad as a proportion of 
GDP. In the 30 years from 1970 to 2000, 
Malaysia's economic growth, despite the 
Asian crisis of 1997-98, averaged about 7%. 
But the good times could not last. Ma- 
laysia's eggs were all in one corner of one 
compartment of one basket. Its economy 
was overwhelmingly based on foreign di- 
rect investment (FDI); the FDI was concen- 
trated in the electronics sector; and the 
electronics sector, in turn, was highly de- 
pendent on selling (or, to be more precise, 
re-exporting finished products) to the 
American market. For all Dr Mahathir's 
ranting about Wall Street, the mF and the 
iniquities of the global trading system, no- 
where in the world except Singapore has 
done better out of trading with America. 
China is a big part of the problem. For 
the past five years, it has been sucking in 
the dragon's share of Asian, not to men- 
tion global, fpr its intake accelerated again 
after 1999, when it clinched the trade deal 


with America that two years later allowed 
it to join the wro (see chart 4). In the 
mid-1990s Malaysia was pulling in $5 bil- 
lion-7 billion a year in FDr: now the total is 
down to well under $1 billion. China, 
meanwhile, is heading for $50 billion a 
year. At the same time, Malaysia's markets 
have contracted. The slowdown in the 
American electronics sector has hit Malay- 
sia particularly hard. 

The problem can only get worse. Be- 
tween 2005 and 2007, Malaysia will have 
to start complying with new regional and 
wTO trading rules that will throw its mar- 
kets wide open to competition. The effect 
will be particularly hard felt by Malaysia's 
domestic carmaker, Proton, which relies 
for its success at home on the huge import 
taxes payable on foreign cars. The opening 
of the markets, the government fears, is 
likely to push up unemployment, and 
drive voters into the hands of PAs. 

Yet for all that, Malaysia's economy still 
looks remarkably robust. Last year the 
economy grew at an impressive 4.2%, more 


than Singapore (2.3%) or Hong Kong (under 
2%). The reason: Malaysia has been ad- 
mirably agile in reinventing itself. Under 
the British, Malaya was a highly successful 
commodity economy, its tin, rubber and 
palm oil helping to fill the colonialists' 
pockets far out of proportion to the coun- 
try's size. Then it turned itself into a manu- 
facturer. Now itis changing again. 
According to Noordin Sopiee, chair- 
man of Malaysia's Institute of Strategic 
and International Studies and a close ad- 
viser to Dr Mahathir, the old economic 
structure never had as much going for it as 
generally reckoned. Intermediate imports 
account for 60-70% of the value of exports, 
he says, meaning that relatively little value 
is added in Malaysia. Allow for the fact 
that most of the firms generating those ex- 
ports are foreign-owned and probably em- 
ploy a number of foreign workers, and the 
benefit to Malaysia's economy is less than 
meets the eye. The dependence on manu- 
facturing, he believes, has to be reduced. 


As the realisation sinks in that the so- » 








* called “East Asian economic model" is 
doomed, a multiple strategy is emerging. 
One element of it is to boost domestic de- 
mand to make Malaysialess dependenton 
the global economic cycle. Another is to 
pay more attention to the traditional com- 
modities that made Malaysia rich: palm 
oil, rubber and crude oil. Probably the 
most significant change is the new empha- 
sis on services. But manufacturing still ac- 
counts for more than 30% of the economy, 
so Malaysia (like everyone else, unfortu- 
nately) is "climbing the value-chain", try- 
ing to move its electronics industry up 
from commodity chipmaking to testing 
and even design, in the hope of staying a 
step or two ahead of China. 

One advantage Malaysia enjoys is size. 
Unlike Singapore and Hong Kong, it has a 
large domestic market that can provide a 
cushion when times get tough. Gan Kim 
Khoon, executive director of AmResearch, 
part of the AmBank group, thinks this has 
helped the country keep its GDP growing 
by 4-5% a year or better, despite a de- 
pressed global trading environment. Infra- 
structure spending is a big part of it. With a 
high savings ratio and reserves of more 
than $33 billion (and rising), Malaysia has 
been able to finance a veritable orgy of 
building: roads, dams, the new airport and 
much else. It is true that the government 
has now run a budget deficit for each of 
the past six years, but government debt 
still amounts to an affordable 45% of Gpp, 
especially as interest rates are among the 








lowest in Asia. On the external side, the 
debt-service ratio is a piffling 5%. 

Still, much more could be done to boost 
the economy. The savings ratio may be 
high, but the investment ratio is notably 
low. Malaysian banks, still wary after the 
1998 crash, are circumspect in their lend- 
ing, and the demand for credit is anyway 
limited. Reformers such as Mohamed 
Ariff, who heads the Malaysian Institute 
of Economic Research, would like to see 
the government cut corporate and income 
taxes, which are high for Asia (though low 
by western standards) in order to stimulate 
demand. To stop the budget hole from get- 
ting bigger, he would be happy to see a cut 
in government spending, arguing that the 
infrastructure is now in pretty good shape. 


Malaysia, unlike other little dragons, 
also enjoys a few stabilisers in the form of 
natural resources. Palm oil is proving espe- 
cially handy just now: its market price is 
around 1,600 ringgit a tonne, more than 
double its level a few years ago. Some of 
the rise is due to increasing affluence in In- 
dia and China, boosting demand for vege- 
table oils instead of animal ones. Malay- 
sians are also improving revenues from 
their rubber trees by growing more cost-ef- 
fective varieties. And Petronas, the state oil 
and gas company, has been turning in 
bumper results, largely thanks to higher oil 
prices but also, say foreign businessmen, 
to a greatly improved management team. 


Service with a smile 

Services look like a good bet. Tourism is the 
obvious one (see box), but Malaysia is also 
branching out in less expected directions. 
In health care, for instance, itis emerging as 
a cheaper alternativeto Singapore or Hong 
Kong for operations, nursing homes and 
the like, serving the affluent of the whole 
of East Asia. Cosmetic surgery is a special- 
ity, particularly in Penang, the home of 
Malaysia's electronics industry, leading 
one wag to comment that Penang is ad- 
vancing from silicon to silicone. 

Tapping into a related market is the gov- 
ernment's successful "Malaysia My Sec- 
ond Home" programme, aimed mainly at 
the retired. To get a long-stay visa, all they 
have to do is deposit 100,000 ringgit 
(150,000 ringgit for a couple) in a Malay- »» 
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sian bank. Education is another blooming 
sector. Since tertiary education was lib- 
eralised in the 1990s, both Melbourne's 
Monash and Britain's Nottingham univer- 
sities have set up fully-fledged campuses 
in Kuala Lumpur, and there are scores of 
new Malaysian-owned universities and 
colleges. Increasingly, these are attracting 
the well-heeled from elsewhere in the re- 
gion, because they charge much lower fees 
than western universities. 

The big gamble, though, is on high-tech 
services. Dr Mahathir has pushed through 
the creation of a gigantic electronic busi- 
ness park called Cyberjaya, mid-way be- 
tween the Petronas Towers and the new 
airport, and close to his gleaming new cap- 
ital, Putrajaya. Geographically it makes 
good sense, since all the new creations use 
the same (toll) road and plug into the same 
fibre-optic spine. Cyberjaya lies at the 
heart of the much larger Multimedia Super 
Corridor (msc), which runs from the 
towers to the airport. With a total area of 
750 sq km (290 square miles), one Msc of- 
ficial proudly points out, it is about 100 sq 
km larger than the whole of Singapore. 

The Msc is actually less a place and 
more a state of mind. Companies engaged 
in suitable high-tech services (the Msc is 
emphatically not for manufacturing) that 
set up within it are granted “Msc status", a 
lavish and coveted package of benefits that 
has now been handed to about 800 com- 
panies. Critics argue that these are confer- 
ring an unfair advantage on an area that is 
already one of the richest in the country, 
andthatit would have made more sense to 
locate it near Penang, in the north, where 
Malaysia's (mainly hardware) electronics 
skills are concentrated. The government 
holds out the prospect of introducing simi- 
lar schemes across the country in the fu- 
ture, but that will depend partly on the 
private sector, which built Cyberjaya. 

The Msc is not attracting technology of 
a hugely advanced kind, but it is generat- 
ing lots of jobs for all that. HSBC, a London- 
based bank, has chosen Cyberjaya as one 
of five worldwide back-office data-pro- 
cessing centres (alongside two in China 
and two in India). Ericsson, Fujitsu, DHL, 
Shell, Standard Chartered, Citibank, No- 
kia, Western Union, Hewlett-Packard, Intel 
and BMW are among the long list of com- 
panies that have regional data-processing 
or customer-service centres in Malaysia, 
mostly within the MSC. 

Kent Yearsley, chief executive of Sci- 
com, a five-year-old company that oper- 
ates contract call centres, reckons that Ma- 
laysia, and the Msc in particular, offer 





Let's not be sniffy about palm oil 


unbeatable attractions. Labour costs are 
typically half the level in Singapore or 
Hong Kong, and land is even cheaper. The 
MSC pledges that the state-owned tele- 
coms provider will match telecoms tariffs 
anywhere else in the region. It also offers 
zero corporate tax for a minimum of five 
years, generous R&D grants, and a guaran- 
tee that qualified expatriate staff will get 
working visas in a maximum of ten days. 
All of Scicom's 800 staff are at least bilin- 
gual in English and Malay, Mr Yearsley 
says, and many speak Mandarin and Can- 
tonese as well. Scicom's call centres han- 
dle seven Asian languages plus English, 
and are about to add Japanese. To him, the 
benefits of Malaysia are obvious. Even Sin- 
gapore Telecom seems to agree: it is setting 
up its own call centre in Melaka. 

The Msc is even starting to attract soft- 
ware developers. Japan's giant NTT has its 
second-largest R&D centre outside Japan at 
Cyberjaya (the largest is at MrT) and is de- 
veloping software and content for third- 
generation mobile phones there. At the 
other end of the scale, there is AccTrak21, a 
small software firm developing a range of 
accountancy software. AccTrak21's foun- 
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der, Tim Loving, chose Malaysia even be- 
fore the Msc got under way, having 
worked out that after allowing for all ex- 
penses (including labour, rent, utilities 
and taxes), the cost of developing software 
in Malaysia is about 596 of that in America. 

Itis too early to judge the MSC a success: 
most of the jobs created have been at the 
low end of the value-chain, and have 
come partly in response to tax breaks that 
will be expensive to continue indefinitely. 
But the signs are quite encouraging. 


Poor Penang 

Greater uncertainty surrounds the future 
of Malaysia's high-tech manufacturing in- 
dustry, centred on the mainly Chinese is- 
land of Penang. Penang took the lion's 
share of the Fp1 in the 1980s and 1990s, 
and has been the worst hit by the double 
blow of Chinese competition and weak 
American demand. The Penang Develop- 
ment Corporation's figures show that 
there has been no new "big lump" invest- 
ment (over $100m) by multinationals in 
the island since mid-2000, though some 
smaller-scale investments have been 
made by firms that are already based 
there. Penang has managed to turn itself 
into a centre for testing and prototyping, 
but moving from there to research and de- 
sign would mean a huge leap. "Forget it," 
says one western management consultant. 
"It isn't going to happen." 

The gloom is almost palpable in the 
city, which these days looks grubby and 
unconfident. Many factories are now run- 
ning only two eight-hour shifts a day, not 
three, and there have been lay-offs. Hotels 
such as the magnificently restored Eastern 
& Oriental are struggling to maintain 2596 
occupancy. The state government these 
days seems to be trying to sell Penang as 
anything but an electronics hub. It has be- 
come home to the World Fish Centre and 
boasts no fewer than five heart clinics, 
where a multiple bypass will cost you 
about a quarter of what it would in Singa- 
pore. The "Silicon Island of the East" label 
is being quietly sidelined. = 
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A qualified success 


On balance, Dr Mahathir has done well by Malaysia. But he should not linger 


Y HIS own exacting standards, Dr Ma- 

hathir should probably be rated a fail- 
ure. Barring a miracle, it is hard to see how 
the plans he outlined for Malaysia in a 
speech made in 1992, which became 
known as the "Vision 2020", could possi- 
bly be realised. The main goal he set out 
was that by 2020 Malaysia should become 
a "fully developed country", meaning that 
its income per head should get close to that 
of the 30 countries of the OECD. But last 
year the country's GDP per head was 
around $3,900, against an OECD average 
of $23,100, and the gap is widening. 

The other targets in the “Vision 2020" 
are scarcely less ambitious, and equally 
unlikely to be accomplished. Malaysia has 
done well in fostering racial harmony in 
difficult circumstances, butin a land where 
discrimination remains legally embedded 
in most walks of life, a “united Malaysian 
nation" is still a long way off. A third great 
challenge, of "fostering a mature demo- 
cratic society", remains unmet too, as the 
treatment of Anwar Ibrahim and of the 
Keadilan opposition attests. 

But it is unfair to judge Dr Mahathir by 
his own criteria. By less stringent ones, his 
rule has, on balance, been a time of success 
for Malaysia, especially when compared 
with neighbours such as Indonesia, the 
Philippines and Thailand, all of which 
have known worse government and 
weaker economic performance. 


A larger canvas? 

On October 23rd, days before he steps 
down, Dr Mahathir will welcome the 
other 55 members of the Organisation of 
the Islamic Conference (O1C) to Putrajaya 
for their triennial summit meeting. One 
task for the summit may be to choose the 
next secretary-general of the oic in suc- 
cession to Abdelouahed Belkeziz, who is 
likely to stand down at the end of next 
year. Dr Mahathir must be the leading can- 
didate for the job if he wants it. 

He would be a good choice. Dr Ma- 
hathir is the nearest thing on offer to a can- 
didate who can bridge the chasm of mis- 
understanding between the Islamic and 
the western worlds. Although he has at 
times been famously critical of the West, 
his country, unlike most other otc mem- 


bers, shares many western values. Malay- 
sia is a democracy, if an imperfect one, 
which is true of only a very few Islamic 
countries. It is also tolerant of other reli- 
gions, as many OIC members are not. It 
embodies a secular, modern Islam. 

Most important, Malaysia is an econ- 
omic success story, well integrated into the 
world trading system, and steadily increas- 
ing the living standards of its people. One 
of the principal sources of the new Chris- 
tian-Muslim divide is the economic failure 
of most Islamic states, and the resentment 
of the West that this naturally if mistak- 
enly breeds. Despite its government's 
heavy-handedness, Malaysia offers a good 
role model for the rest of the o1c. 

Installing Dr Mahathir in Jeddah, 
where the orc is based, would have an- 
other great advantage, for Malaysia at 
least: it would get him out of the country. 
The idea that he might install himself as a 
sort of honorary president-for-life, as Lee 
Kuan Yew has done in Singapore, is unap- 
pealing. His successor will need the free- 
dom to make changes, such as loosening 
the over-cosy links between UMNO and 
business, easing the government's iron 
grip on the press and releasing people who 
are, in effect, political prisoners. 

Even if he takes no formal title, Dr Ma- 
hathir is hardly likely to fade away. He has 
already tried to impose his choice of future 
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It hurts to say goodbye 


deputy prime minister on his successor, 
though Mr Badawi has so far held firm. He 
has also said that he may remain an MP. 
According to an old joke, the difference 
between Malaysia and Britain is that in 
Britain the prime minister is chosen every 
five years and the monarch rules for life; 
whereas in Malaysia the king changes ev- 
ery five years and the prime minister rules 
for life. There is some truth in that: since in- 
dependence in 1957, Malaysia has had 12 
kings (because the title rotates among Ma- 
laysia's sultans and rajas) but only four 
prime ministers. The greatest service Dr 
Mahathir could render Malaysia after all 
these years would be to retire, full stop. = 
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Britain 


The economy 


Brown at the edges 





The chancellor has delivered stability but is now under-playing the risks to growth 


EFORE Labour regained power in 1997, 

Gordon Brown made two solemn 
pledges. There would be no return to “tax- 
and-spend” and there would be an end to 
“boom-and-bust”. The chancellor has bro- 
ken the first of these promises. House- 
holds and businesses are being hit this fi- 
nancial year by an £8 billion ($12.5 billion) 
hike in national-insurance contributions. 
That makes it all the more vital for Mr 
Brown to honour his other commitment, 
about “boom-and-bust”. It was the com- 
bination of big tax rises with an economic 
bust and a collapse in the housing market 
that helped to destroy the Conservative 
government in the 1990s. 

Businessmen and consumers alike 
have the jitters because of the war, but the 
economic effect of these is likely to be 
short. The economy has shown a remark- 
able stability over the past six years de- 
spite two big shocks to confidence. It kept 
growing when Russia’s debt default in Au- 
gust 1998 raised fears of a big downturn. 
Even more impressively, it has chuntered 
on through the global slowdown of the 
last two years. 

For once, Britain has proved more resil- 
ient to setbacks than other countries. In 
2001 the economy grew by 2.1%, the fastest 
in the G7 group of advanced countries, and 
only a little lower than its historic growth 
rate of about 2.5% a year. Last year it grew 
by 1.8%, the third fastest among the G7. 

It would be silly to praise Mr Brown 
alone for this. But it would be just as silly 


not to give credit where it is due. His bold 
decision to make the Bank of England in- 
dependent has helped keep both inflation 
at bay and growth at an even tempo. The 
government's fiscal policy has supported 
demand in a downturn, whereas coun- 
tries like Portugal and Germany have had 
to tighten policy to meet the boa constric- 
tor rules of the euro area's misnamed Sta- 
bility and Growth Pact. 

But Mr Brown is now too optimistic 
about the outlook for growth. In his most 
recent economic forecast, in November, he 
said that the economy would pick up 
speed again after two years of below-trend 
growth, with 2.5-3% this year and 3-3.5% in 
2004. In next week's budget, he will have 
to lower these forecasts to retain credibil- 
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ity. The Economist’s panel of economic 
forecasters is expecting the economy to 
grow by 1.9% in 2003 and by 2.5% in 2004. 

One reason is that the world economic 
recovery has recently faltered. The setback 
has been especially severe in the euro area, 
which accounts for around half Britain’s 
trade. Another problem is fading hopes of 
a big recovery in business investment after 
its sharp fall of 8% last year. Thirdly, Brit- 
ain’s long-running consumer boom is due 
to run out of steam as households scrimp 
to meet the delayed tax rises announced 
by Mr Brown last year. 

The chancellor could live with a failure 
to meet an optimistic growth forecast. He 
will be more hard-pressed if the economy 
hits real trouble. The risk lies, literally, on 
the home front. Along with the big boost to 
government spending, which increased 
last year at its fastest rate since 1975, the 
housing-market boom has been crucial in 
sustaining the economy. Property prices 
rose by about 25% in 2002 alone. House- 
holds have extracted some of this extra 
wealth by borrowing more in mortgages 
than they invested in housing.This in turn 
has bolstered consumer spending, which 
rose last year by almost 4% in real terms. 

Mr Brown's nightmare is that a collapse 
in house prices removes this prop to con- 
sumer spending. The housing market is 
weakening in London, but has remained 
more robust in the rest of the country. Ac- 
cording to an index compiled by the Hali- 
fax, the country's largest mortgage lender, 
national house prices rose by 1.1% in March 
and were 23.4% higher than a year ago. 

But even if the whole housing market 
does come down with a jolt, this is un- 
likely to prove the catastrophe it was at the 
end of the 1980s. Then, interest rates rose 
steeply in order to slow down the econ- 
omy, which had over-heated, causing a re- 
surgence in inflation. Because the econ- 


omic fundamentals are much sounder »» 





> today, it seems unlikely that a housing- 
market bust can singlehandedly bring 
down the economy. Inflation is under con- 
trol and employment remains high. If nec- 
essary, interest rates can fall still further, 
for even their current 48-year low of 3.7596 
is much higher than rates in America, say. 

But longerterm prospects too are 
bleaker than Mr Brown had hoped. Last 
year, he raised his estimate of potential an- 
nual growth in the coming years to 2.7596. 
This looked unrealistic at the time and 
looks even more so following the sharp fall 
in business investment. Businessmen are 
now complaining that taxation and regu- 
lations are hurting the economy more and 
more (see article on this page). 

Slower than expected growth will 
mean that big budget deficits will persist. 
With low levels of public debt, the chan- 
cellor can easily afford to borrow, but he 
cannot rely on an economic bounce-back 
to cut the deficits. That makes another tax- 
raising budget only a matter of time. Mr 
Brown was feted for his last one, but he 
will get a dusty reception when he comes 
back for more. & 


Redistribution 


Gordon Hood 


The chancellor's attempts to emulate 
Robin Hood are not working 


ORDON BROWN has been a highly re- 
distributive chancellor. Income in- 
equality has increased. Which statementis 
true? No need to ask the audience or to 
count the coughs: both are. 

The Institute for Fiscal Studies (1Fs) has 
totted up the effects of Mr Brown’s six bud- 
gets since 1997, including measures that 
come into effect in the financial year start- 
ing this week. Its calculations showed that 
the chancellor has indeed been playing 
Robin Hood (see chart). A lone parent, for 
example, is on average £24 ($38) a week 





better off in today’s money as a result of 
Mr Brown-an 11% gain. Yet overall in- 
equality hasrisen. A summary measure of 
the distribution of income is the “Gini co- 
efficient": the higher itis, in a range from o 
to 1, the more unequal income is. It has in- 
creased since Labour took office. 

Mt Brown has been rowing against a 
powerful incoming tide. In order to isolate 
the effect of his measures, the trs applied 
his schedules for taxes and benefits- 
which it assumed are fully claimed-to the 
latest estimates for underlying income. It 
then compared the net income of house- 
holds with their position if Mr Brown had 
never been chancellor and the taxes and 
benefits laid down in the last Conservative 
budget in 1996, uprated with inflation, 
were still in place. 

The chancellor’s problem is that the un- 
derlying income distribution has not re- 
mained frozen. Since 1996-97, for example, 
there has been a surge in the number of 
high-earners. According to the Inland Rev- 
enue, the number of people paying the top 
rate of income tax rose from 2.1m in 
1996-97 to 3.4m in 2002-03. Furthermore, 
not everyone claims Mr Brown’s new 
benefits, partly because his enthusiasm for 
means-testing makes them so compli- 
cated. The latest official estimates show 
that up to £4.5 billion worth of means- 
tested benefits are going unclaimed. 

The chancellor prefers to avoid talking 
about egalitarianism directly, using 
phrases about reducing child and pen- 
sioner poverty. For example, the govern- 
ment has set a target to cut child poverty 
from 4.2m in 1998-99 to at least 3.1m in 
2004-05. But this, too, is proving an uphill 
struggle. Figures released last month 
showed that there were still 3.8m children 
in poverty in 2001-02, only 100,000 fewer 
than the year before. 

Progress has been slow mainly because 
Mr Brown wants to cut relative, rather than 
absolute, poverty. His aim is to reduce the 
number of children living in households 
whose incomes are below 60% of median 
income-the level that divides the popula- 
tion, when ranked by income, into two. 
Households on median income will gener- 





ally have at least one person in work, 
whereas many poor children live in house- 
holds where no one works. So the govern- 
ment has been chasing a moving target as 
earnings have grown and more families 
have become two-earner households. 

Mr Brown may find it easier to reduce 
inequality and to cut child poverty from 
now on. The travails of the City and the 
bursting of the dotcom bubble mean there 
are fewer high-rollers than before. Em- 
ployment is likely to stagnate rather than 
to rise as it did in the late 1990s. 

But these are distinctly mixed bless- 
ings, since tax revenue will beless buoyant 
as a result. Whatever his aspirations to 
combat poverty, he would surely prefer to 
have the Treasury's coffers clinking than 
bare. Redistribution may sound like a 
lovely bit of fair-mindedness, but the only 
sure way to get there is through more pov- 
erty, not more wealth. & 


Business and government 


Love Labour lost 


British business wants a respite from 
ever-higher taxes and regulation 


é EH I were a small firm getting stuck with 

this stuff, I think I would sell the busi- 
ness," says Ruth Lea, the head of policy at 
the Institute of Directors, a lobby group. 
The "stuff" is reams of regulations and 
new taxes. In the run up to next week's 
budget, business lobbies have been wag- 
ing an increasingly vocal and desperate 
campaign to get the government to stop 
what they see as infernal meddling. 

When Labour first came to power, ty- 
coons queued up to serve on committees 
of the great and the good. There was evena 
sprinkling in the government. Now there 
are a couple of business people in govern- 
ment at most, and a few assorted media 
and consulting types hanging around 
Downing Street. Labour is losing the battle 
for the hearts and minds of British busi- 
ness. 

To be fair, businesses have been mostly 
happy with macro-economic policy. Inter- 
est rates have been fairly stable (which 
helps planning) and low (which makes 
borrowing cheaper). And despite the 
alarming number of shocks to the world 
economy, Britain’s has continued to grow 
as Gordon Brown, the chancellor of the ex- 
chequer, repeatedly points out. He was at 
it again at this week’s British Chambers of 
Commerce (Bcc) conference, though 
what most delegates would have preferred 
was some response to their many gripes. 

On one big issue—tax—business has 
been particularly unhappy. This has been »» 


> going up and continues to do so. Ina BCC 
survey, one in five companies said that 
they would cut staff as a result of higher 
national insurance contributions. To- 
gether with more parental employment 
rights and a higher minimum wage, says 
Digby Jones, the boss of the Confederation 
of British Industry, another trade lobby, 
that will add a further £5 billion ($7.8 bil- 
lion) of costs to British business this year. 

But business reserves most of its bile 
for what it perceives as incessant fiddling 
and excessive regulation. Not all of this, it 
is true, stems from the British government; 
about 40% comes from European legisla- 
tion. The source is irrelevant to business 
people—though they suspect the govern- 
ment of being far keener than other Euro- 
pean countries on quick and thorough im- 
plementation—they just wanta stop. 

Mr Brown prefers to talk of the myriad 
"initiatives" that he has brought in to help. 
His speech to the Bcc showed no recogni- 
tion that the regulatory burden was a pro- 
blem. But regulation costs money: extra 
rules introduced in just the past 12 months, 
says the BCC, have increased costs by £6 
billion a year. What is not in doubt is that 
the owner-managers who form the core 
membership of the Bcc cannot under- 
stand, let alone implement, the new paper- 
work without specialist help. 

The raft of family-friendly proposals in- 
troduced on April 6th are a good example. 
"The pTI very sweetly sent us the pack- 
age," says Ms Lea, the merest hint of sar- 
casm in her voice. It is 300 pages. All the 
measures are seemingly admirable: who 
could complain, for example, at the right to 
flexible working arrangements for those 
with young or disabled children? In a se- 
ries of advertisements, the Department of 
Trade and Industry claims: “Employers get 
a happier, more loyal and more motivated 
workforce". But taken together the package 
is hugely expensive, especially for smaller 
firms, for whom such flexible arrange- 
ments often mean finding someone else to 
fillin. The government, argue some, is ven- 
turing into areas where it has no business 
to tread, particularly as British companies 
are already pretty flexible-some 40% of 
British working women have part-time 
jobs, compared with 28% for the whole Ev. 

The more general complaint is that the 
government is quick to go for blunt regula- 
tory fixes, when sometimes there are other 
alternatives: education, say, or (whisper it) 
nothing at all. City grandees worry that 
the Financial Services Authority, for exam- 
ple, is altogether too draconian, too pre- 
scriptive and too rules-bound, particularly 
with big investors who should be able to 
look after themselves. 

But most businessmen think that they 
are fighting a rearguard action; few expect 
the government to change its spots. If the 
economy stumbles further, an already 
wary relationship could sour nastily. 8 


Labour Party 
War of attrition 


Labour's discontents grow as the war 
against Iraq proceeds 


ONY BLAIR has every reason to fear 

the politics of war. In his very first out- 
ing as a Labour candidate, in the 1982 Bea- 
consfield by-election, he came a poor third 
and lost his deposit as opinion swung be- 
hind Margaret Thatcher's government dur- 
ing the Falklands war. 

Two decades later, the stakes are much 
higher. The longer the war against Iraq 
goes on, the greater the strain on the party. 
Last month a group of worried Labour 
MPs met to discuss what they termed a 
“haemorrhage” in membership. In recent 
weeks Labour has lost supposedly safe 
council seats in Basingstoke, Camden and 
Abertillery, continuing a trend of losses 
over the past year. 

The omens for the local elections in 
May are poor. Labour could lose as many 
as 500 seats. "Most branches are mori- 
bund-this is a party dying at the grass- 
roots," claims Mark Seddon, editor of the 
left-wing newspaper Tribune. Some hyper- 
bole from left-wing, anti-war activists is 
only natural. But in Norwich, a moderate 
Labour stronghold since 1997, when the 
party won both the city's parliamentary 
seats, the mood is downbeat too. 

The local Labour Party headquarters 
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has had to put up grilles after a brick was 
tossed through its window. Ian Gibson, 
MP for Norwich North, says that a lot of his 
members are leaving. The party's general 
committee used to attract 100 members; it 
isnow down to 30. "What happened to the 
dream?" he says. Steve Morphew, the La- 
bour leader on the council, says it is diffi- 
cult to enthuse members when “we are 
carpet-bombing Iraq." 

Making sense of the figures nationally 
is not straightforward. Labour's general 
secretary, David Triesman, says that, for all 
the hullabaloo, new recruits outnumber 
those who have resigned. But few disgrun- 
tled members formally resign; most sim- 
ply let their membership lapse. Party offi- 
cials admit that overall membership 
figures are down. The current official total 
of around 260,000 is near the all-time low 
reached in the late 1980s, and around a 
third less than the only recent revival, the 
1997 election victory. 

The Labour Party has always had a pac- 
ifist element but the opposition to the at- 
tack on Iraq goes much wider. After the 
1991 Gulf war, when Labour was in oppo- 
sition though in support of the govern- 
ment's pro-war stance, it lost several thou- 
sand members. The biggest parliamentary 
rebellion in modern political history last 
month, when 139 Labour MPs voted for an 
anti-war amendment to the government's 
Iraq policy, will probably accelerate 
things. Paul Whiteley of the University of 
Essex, who specialises in the internal 
workings of the party, predicts that the La- 
bour Party is bound to take "a big hit", 
much larger than it suffered in 1992. 

Nonetheless, the left-wingers' idea that 
Labour will be left politically and finan- 
cially ruined by the war is far-fetched. This 
week David Sainsbury, the government 
minister and former supermarket chair- 
man, bailed out the party yet again, this 
time with a £2.5m ($3.9m) donation. But in- 
ternal dissent puts it in a weak position to 
fight elections, especially at a local level, 
where activists' time spent stuffing enve- 
lopes, canvassing and talking to people on 
the doorstep matters more than the line 
spun by headquarters. W 








Bagehot | Mr Blair is not 


Anti-Europeans have high hopes of Tony Blair. They’re in for dis 





HERE was no great fanfare. Most British newspapers, their 

thoughts elsewhere, failed even to note the event. But this 
week, NATO handed over peacekeeping duties in the battle- 
scarred former Yugoslav republic of Macedonia to a force of 350 
soldiers from the European Union (Eu). Small beer compared 
with what’s going on in Iraq, but the first time that troops have 
operated under the Eu's flag. Next year, the EU, with Britain and 
France in the van, is due to take on the much bigger job being car- 
ried out by the 12,000-strong NATO stabilisation force in Bosnia. 

Peacekeeping is not war-fighting and NATO is still providing 
much of the back-up. But it does illustrate a couple of things. The 
first is that, despite everything that has happened in the last 
three months, it is too soon to declare the attempts to put to- 
gether a limited EU common foreign and security policy a com- 
pletely busted flush. The differences over Iraq are acute, but they 
are the exception rather than the rule: on the majority of foreign 
policy issues, from the Middle East peace process to the role of 
international organisations and the value of treaties such as 
Kyoto, most European countries see eye to eye. 

The second is that, for all the harsh words and grandstanding, 
even in this most contentious area, the EU continues to go about 
its business in a fairly normal way. As a senior British diplomat 
puts it: "People are jumpy and everyone feels under pressure, 
but the EU carries on." 

Itis worth saying this if only to counter some currently vogu- 
ish ideas about the future of Britain's relationship with Europe, 
encouraged, it must be said, by Tony Blair's portentous remark 
that there would have to be a “reckoning” after the war. Excited 
anti-Europeans, for whom the last few weeks have been a deli- 
cious vindication, dare to hope that Mr Blair the war leader 
could soon tread in Margaret Thatcher's footsteps in other ways 
as well. After all, what did this once most starry-eyed Europhile 
do when finally forced to choose between Europe and America? 
Has he not learned, like nearly all of his predecessors, that Brit- 
ain's fundamental interests and those of its continental "part- 
ners" are always doomed to diverge? | 

Surely, Prime Minister Blatcher will want not only to resist 
the encroachments of the coming European constitution, but to 
lead "new" Europe against the integrationist project of the evil 





hatcher 


appointment 


Franco-German axis? When it comes to the euro, who would 
want to share a currency with the cheese-eating surrender mon- 
keys? And while we're about it, what about joining NAFTA? 

This is the stuff of fantasy. Mr Blair may have acquired a 
shrewd appreciation of what the French president Jacques Chir- 
ac is about, but for all the tough language he uses these days, he 
is no Mrs Thatcher. Unlike her, he is instinctively non-confronta- 
tional, but more importantly, and also unlike her, he neither 
feels isolated, nor would relish it if he was. Strange as it may 
seem, Mr Blair believes, in spite of everything, that there is still 
everything to play for. 

He has a point. Even when it comes to Iraq, Britain has the 
backing of Spain, Italy, Denmark, the Netherlands and Portugal. 
As one might expect, a good deal of attention is being paid to 
keeping this informal alliance in working order. But on the much 
bigger long-term issue of how Europe should conduct its rela- 
tionship with America, Mr Blair calculates that it is France that 
has few real friends. Quite apart from the eight largely pro-Amer- 
ican accession countries (to whom Mr Chirac has been so self- 
destructively offensive), the Irish, the Finns, the Swedes and, up 
to a point, the Greeks, while uneasy about the war, have shown 
little interest in the French president's notion of a core group of 
countries pursuing a form of neo-Gaullism directed from Paris. 

From a British perspective, the most interesting question is 
whether Germany can be detached from the French camp. At 
present, the chances don't look good. The German foreign minis- 
ter, Joschka Fischer, has been horrified by what he sees as the 
bullying and bellicosity of the Bush administration. But pri- 
vately, Mr Fischer concedes that Europe has no choice other than 
to have a strategic relationship with America, while the chancel- 
lor, Gerhard Schróder is a lonely figure these days, much in need 
of friends. Despite the electoral popularity of Mr Schróder's pac- 
ifism, most of the German political and business establishment 
is deeply unhappy about being tarred with Mr Chirac's idiosyn- 
cratic anti-Americanism. Mr Blair thinks that the Germans may 
want to move back from the limb they are currently out on. If 
that is the case, he is keen to help in the difficult job of repairing 
relations with Washington. 


It's a French thing 

The problems with France run much deeper. Despite a reason- 
ably cordial 20-minute telephone conversation earlier this week 
between Mr Blair and Mr Chirac about the war's aftermath, 
there is great wariness on both sides, which is spilling into the 
negotiations on the European constitution. A sign of the continu- 
ing ill-feeling is that the French are pressing for qualified major- 
ity voting on "revenue abatement”~a blatant attempt to 
sabotage the budgetary rebate won by Mrs Thatcher in the 


:19805s. 


In British eyes, however, there won't be a lot of progress until 
Mt Chirac faces up to the reality that on the big issue of Europe's 
relationship with America, he has picked a fight he can't win. 
"It's a question of whether he actually wants to try and deal with 
world problems or whether he'd rather just massage his profile 
at home," says one British diplomat. One test of that will be if 
France signs up for the more active counter-terrorism and, par- 
ticularly, counter-proliferation agenda that Mr Blair intends to 
urge on the EU. 

Mr Blair is not about to turn his back on Europe for a very 
good reason: he thinks he's winning. 8 





"E pn 


C 01 \ 3 


Cleaning up 


NEW YORK 


Who is winning the contracts to rebuild Iraq—and why? 


O LONGER can opponents of the war 
in Iraq claim that it is “all about oil”. It 
is also now about digging roads, putting 
up bridges and building hospitals, schools 
and power plants. Even before America’s 
soldiers set foot in Baghdad, its govern- 
ment has been dishing out contracts to re- 
build Iraq. Stevedoring, a Seattle-based 
transport-services firm, has won a $4.8m 
contract to improve Iraq's only deep-water 
port, at Umm Qasr. International Re- 
sources Group, a professional-services 
firm based in Washington, Dc, has a $7m 
contract to help set up a humanitarian-aid 
programme for Iraq. America’s foreign-aid 
agency, USAID, has been collecting bids to 
build roads, train teachers, print textbooks, 
strengthen civic society—oh, and to builda 
universal health service in Iraq, too. 
USAID will not say how much it has to 
spend. But these first contracts may be 
worth $2 billion. Much more may follow. 
As an agency which prides itself on its 
good works, USAID must be feeling a bit 
bruised. The eight contracts for “re- 
construction activities in Iraq” which the 
agency made public recently have met 
with anger and stunned incomprehen- 
sion. Appalled pundits splutter at the “gro- 
tesque” spectacle of American firms 
“profiteering” from the war even before 
the shooting stops. Workers at Bechtel, 
which is said to be leading the bidding for 
a $600m infrastructure contract, have had 


to wade through crowds of protesters 
chained to the doors of the firm’s head- 
quarters in San Francisco. Foreigners, 
somewhat confusingly, seem equally ap- 
palled that they have not been given the 
opportunity to profit from the war as well: 
only American firms have been allowed to 
bid. USAID’s use of “secret” shortlists of 
bidders, meanwhile, has led much of the 
world’s press to conclude that only cronies 
of President George Bush’s inner circle 
need apply for the work. 


Phony cronyism 

In truth, the bidders are a broad church. A 
fuss over Halliburton, Vice-President Dick 
Cheney’s old firm, has receded after the 
press reported that it failed, after all, to 
make the shortlist for the $600m infra- 
structure contract, apparently losing out to 
big engineering firms such as Bechtel and 
Fluor. Stevedoring seems well-qualified to 
run the port at Umm Qasr. With offices 
from Bangladesh to Vietnam, it boasts that 
it “oversees more international operations 
than any other stevedore and terminal op- 
erator”. Charito Kruvant, president of Cre- 
ative Associates International, a “minor- 
ity, women-owned and managed firm”, 
based in Washington, DC, that is said to be 
USAID's preferred choice to revamp Iraq's 
education system does not sound like a 
typical conservative crony of Mr Cheney. 
She signs the firm's "message from our 
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president” with “Peace, Charito”. 

USAID Officials are vague about the 
provenance of the agency’s eight con- 
tracts, saying only that they were drawn 
up after “wide consultations” across gov- 
ernment departments in January. Officials 
say that they used shortlists of bidders so 
that they could award contracts faster. 
Think-tanks such as the Centre for Strate- 
gic and International Studies (css) have 
pressed the government to have its re- 
construction plans for Iraq ready to go as 
soon as the shooting stops. From Haiti to 
Afghanistan, say the csis and others, past 
nation-building efforts have worked 
poorly in part because of the gap between 
ceasefire and the start of reconstruction. 
USAID’s infrastructure contract talks 
about a post-war reconstruction effort as a 
“highly visual symbol of good faith to- 
wards building trust...as well as for politi- 
cal stability in the region”, a hearts-and- 
minds campaign which should be started 
quickly. Had it opened the contracts to full 
and transparent competition, says USAID, 
the process might have taken six months. 

The shortlists were not made public, 
say USAID Officials, because that is what 
federal procurement rules require to pro- 
tect the “integrity of the bidding process”. 
The rules also say that American aid con- 
tracts must go to American firms, says 
USAID, so foreigners were not able to bid. 

USAID did, however, waive nationality 
requirements for subcontractors, after Brit- 
ain’s Department of Trade and Industry 
kicked up a fuss. Up to 50% of the eight 
primary contracts can be farmed out to 
subcontractors, says USAID. Except for 
firms from countries on America’s list of 
terrorist-sponsoring nations, say officials, 
firms of all other nationalities (yes, even 
the French) are welcome to apply. Crown 
Agents, a British development firm, has » 
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> won a small contract. Costain, a British en- 
gineering firm, is in talks about another. 

Costain has also landed itself in hot wa- 
ter, thanks to reported remarks by the 
firm's boss, Stuart Doughty, that putting 
the UN in charge of rebuilding Iraq would 
make the process slower and more inef- 
ficient. The UN points out that it rarely 
awards reconstruction contracts itself. In 
Afghanistan, Kosovo and elsewhere, con- 
tracts have been handed out, after donor 
conferences, by national government 
agencies (mainly to their own domestic 
firms, even in countries that claim to have 
“untied” their aid)—although the UN has 
often helped to administer reconstruction 
contracts on the ground. Even so, sources 
at the UN agree that Mr Doughty’s com- 
ments (which he now denies making) are 
“obviously not illegitimate”. 

What is clear is that the row over who 
governs post-war Iraq is hurting British 
and other foreign firms hoping to win 
some reconstruction work. Britain and 
France want the UN in charge, as it was in 
Kosovo and Afghanistan. The British gov- 
ernment thus wants no association with 
any “long-term” contracts which might im- 
ply that the Americans plan to step in and 
run Iraq instead. In such circumstances, 
the government's lobbying efforts on be- 
half of British commercial interests have 
had to be unusually restrained. 

A lot of the work on offer from USAID 
goes beyond aid, and appears to assume 
that America will involve itself closely in 
running Iraq for at least a year. The educa- 
tion contract, for instance, calls for the win- 
ning firm to promote "rapid school enrol- 
ment and sustained retention in the school 
system", in part by building at least five 
“pilot projects in accelerated learning us- 
ing politically neutral course content". A 
contract to support local institutions asks 
the bidder to "strengthen local administra- 
tions, civic institutions and processes in 
Iraq". As the csrs said in a report after the 
publication of the USAID contracts, Amer- 
ica appears to be preparing not just to de- 
liver short-term aid to Iraq, but to imple- 
ment a dazzlingly ambitious plan “on a par 
with American efforts in Germany and Ja- 
pan" after the second world war. 

America's apparent ambitions in Iraq 
are as controversial at home as they are 
abroad. USAID has spent much of the past 
week furiously backpedalling, insisting 
that its contracts are short-term and serve 
merely to “jump-start” Iraqi reconstruc- 
tion. The American public is starting to 
worry about the cost-and nobody knows 
how exactly Iraqi oil money might be used 
to pay the bill. Whatever else this means, 
firms should probably not start totting up 
their spoils of warjust yet. 8 


Award: The Economist has won Britain's Wincott award 
for Business and Finance Journal of the Year in 2002. 
The judges particularly commended our coverage of 
America's corporate and financial wrongdoings. 


The effects of SARS 


Business 
travaillers 


Death, war and pestilence. What next 
for corporate travel? 


N AN almost biblical way, the riders of 

the apocalypse are descending on the 
travel industry. Death (the terrorist attacks 
on September 11th), war (with Iraq), and 
now pestilence (a killer pneumonia) are 
hitting airlines, hotels and conferences. 
SARS (Severe Acute Respiratory Syn- 
drome) is hitting hardest in Asia, the last 
bastion of growth in the travel industry. 

Hervé Gourio, president and chief ex- 
ecutive of Carlson Wagonlit Travel, the 
world's second-biggest corporate travel- 
management firm, expects business-travel 
revenues in Asia—a fifth of a $250 billion 
global business-to fall by about 5% this 
year. That compares with double-digit 
growth in each of the past four years. 

The forecast may prove conservative. 
SARS, which has so far killed 78 people and 
infected some 2,200, is, says BNP Paribas 
Peregrine, an investment bank, a bigger 
threat to the region than the Iraq war and 
could “cast a long dry spell" over airlines, 
hotels and trade. That is worrying, given 
that business travel is already in a slump 
everywhere else. Even before the start of 
the war with Iraq, revenues from corporate 
travel this year were down by 596 in Europe 
and by 10% in America. The Iraqi conflict 
has probably lopped another 5% off, says 
Mr Gourio. 

The reaction to sARs from companies, 





The new fear of flying 






big and small, has been immediate and se- 
vere. Many (including The Economist) have 
advised staff against travelling to and from 
many parts of Asia. HSBC, the largest fi- 
nancial institution in Hong Kong, is 
putting plans in place for an emergency 
trading room. On April 2nd the World 
Health Organisation issued its first-ever 
travel alert, saying that infections had not 
yet peaked and that visitors should avoid 
Hong Kong and Guangdong province in 
southern China, where the disease is most 
virulent. America's State Department had 
earlier issued its own travel warning. 

SARS and the war in Iraq have pushed 
some tottering airlines into deeper diffi- 
culty. On April 1st Air Canada, which has 
lots of routes into Asia, sought bankruptcy 
protection from its creditors. Several 
American airlines, including United, have 
already gone bust, though this week us 
Airways climbed out again. Congress has 
proposed yet another $3 billion rescue 
package to help to keep them airborne, 
though the administration is loth to sign 
on to more bail-outs. 

The pneumonia outbreak is putting se- 
vere strains on Asia's once highly profit- 
able carriers. Early estimates suggest that 
the number of passengers flying into Hong 
Kong has slumped by 30% in recent weeks. 
Cathay Pacific, Oantas and Singapore Air- 
lines have all announced cuts in routes 
and mothballed airplanes. Peter Negline, 
an analyst at J.P. Morgan, estimates that a 
10% drop in passenger traffic would cost 
Cathay Pacific HK$10m ($1.3m) in profits 
per day. Domestic airlines, such as China 
Southern and China Eastern, may suffer 
even more. The only good news is that Ca- 
thay's cargo business is holding up as tech- 
nology companies build up their inven- 
tories, just in case there is a disruption to 
the airfreight business later. 

Things look at least as bad for the global 
hotels and conference markets. The World 
Economic Forum said on April 1st that it 
was delaying a big meeting on Chinese 
business in Beijing. General Motorsis post- 
poning a conference it was to have held in 
Shanghai, and Intel said on April 2nd that 
it would cancel technology events in Beij- 
ing and Taipei. Bookings for hotels in Hong 
Kong are down by about 30% on a year 
ago, and by 20% in Singapore. Some hotels 
in Singapore are seeing occupancy rates 
fall below 30%. 

Despite the gloom, some analysts 
reckon that the public is overreacting to the 
threat of sARS-—after all, 36,000 people a 
year die of flu in America alone. They be- 
lieve that there is a big pent-up demand for 
travel, and that the business market will re- 
bound. Firms are switching to cheaper 
ways to communicate, from video-confer- 
encing to e-mail. But such technologies are 
still inferior to face-to-face meetings. Until 
they improve, it will take more than SARS 
to kill off business travel. m 





vag umm 
Welcome to 
bankruptcyland 


TOKYO 
Disney may be prospering, but many 
theme-parks in Japan are going bust 


N APRIL 15th, Tokyo Disneyland will 

celebrate the theme-park's 20th birth- 
day. It has plenty to cheer. Oriental Land, 
Tokyo Disneyland's local parent, made 
back its initial investment of Y180 billion 
($1.5 billion) in just four years. Since then it 
has invested in fresh attractions, opening 
Tokyo DisneySea, a sister park with an 
ocean theme, in 2001. Oriental Land says 
its parks had 25m visitors in the year to 
March 31st, 13% up on the year before. 

Even more remarkably in recession-hit 
Japan, Oriental Land's net profits are ex- 
pected to rise by almost 40%, to a record 
Y17.7 billion. Such is Tokyo Disneyland's 
popularity that the son of North Korea's 
dictator, Kim Jong ll, was reportedly 
caught sneaking into the country to visit 
the magic kingdom a couple of years ago. 

Yet Tokyo Disneyland stands out in an 
industry struggling to survive. Its success 
spurred a theme-park construction spree 
during the bubble years. Many parks had 
international motifs: there are at least three 
New Zealand "villages"—with lots of 
sheep—as well as German, Swiss, Turkish, 
Spanish and Russian theme-parks. Many 
were badly-planned joint ventures be- 
tween local governments and private 
firms, encouraged by new laws in the 
1980s that provided loan-guarantees, tax 
breaks and low interest rates. 

Nagasaki, on the southern island of 
Kyushu, sponsored two Dutch theme- 
parks. The smaller one went bust last June. 
The other, Huis Ten Bosch, collapsed in 
February with liabilities of X229 billion. 
The most spectacular bust took place in 
2001, when Seagaia, an 850-acre resort 
which boasted the Ocean Dome, the 
world's largest waterpark, collapsed with 
liabilities of Y276 billion. Having cost local 
governments and Dai-ichi Kangyo Bank 
Y200 billion to build, it was sold to Ripple- 
wood, an American private-equity fund, 
for under 10% of its construction costs. 

Unlike Tokyo Disneyland, sitting in the 
most heavily populated area in Japan, 
many theme-parks are relatively isolated. 
Seagaia's hotels had more rooms than 
there were seats on flights into Miyazaki. 
But the conceptis crucial too. Navel Land, à 
theme park in Fukuoka, is so named be- 
cause it is supposedly located where the 
“bellybutton” of the island it is on would 
be. But perhaps visitors have stayed away 
because of its theme: coalmining. 

Others have suffered because of the 
ballooning problems of their financiers. 





Going downhill fast 


Gulliver's Kingdom, located at the foot of 
Mount Fuji, complete with a 45-metre 
statue of the character from Jonathan 
Swift's novel, was forced to close down in 
2001 after its biggest creditor, Niigata Chuo 
Bank, went bust. 

Satoru Shinozuka, of Teikoku Data- 
bank, a research firm, reckons that three- 
quarters of Japan's theme-parks are now 
struggling. This may now include Univer- 
sal Studios Japan, part of Vivendi Univer- 
sal, a troubled media group, which opened 
in 2001. The theme-park has suffered a 
sharp decline in visitors recently after a se- 
ries of scandals, which included falsifying 
labels and serving beef and salami that 
was past its sell-by date, and failing to re- 
port that one of its drinking fountains had 
been pumping out untreated industrial 
water for nine months. 

The outlook is not encouraging. Japan 
Travel Bureau (yrs), the biggest travel 
agency, reckons that the number of do- 
mestic travellers will drop a bit this year, 
partly because several public holidays fall 
on awkward days. Worse, some analysts 
fret that banks, now facing "special inspec- 
tions" into their non-performing loans by 
the regulator, may soon cut off funding to 
many dud projects, though it remains to be 
seen whether they really will. 

Yet some operators are fighting back. A 
recent trend has been to create onsen (hot 
springs) theme-parks in urban areas. Three 
are opening in Tokyo this year. These hope 
to cash in on the Japanese love for public 
baths, and to expand their customer base 
to include families, elderly folk and young 
women on their way home from work. For 
many parks, the city of Yokohama, which 
bought Yokohama Dreamland after it 
closed last year, may have the most fitting 
solution: it plans to turn itinto the ultimate 
dreamland, a graveyard. m8 





Tobacco lawsuits 


Going up in smoke 


NEW YORK 
A golden goose faces slaughter 


UCH was inevitable about the mas- 

sive $12 billion judgment given 
against Philip Morris in late March by a 
judge in Madison County, Illinois. The 
case was about misleading adverts that 
had downplayed the hazards of cigarettes 
marketed as “light”. But had this claim 
failed another would have followed. Mad- 
ison County, along with Jefferson County, 
Mississippi, and the state of West Virginia, 
has become an open vault for trial lawyers 
pursuing legally vulnerable rich compa- 
nies. Altria, the parent of Philip Morris, is 
the fourth most-profitable firm in America, 
with legal exposures unlikely to disappear 
until the company is dead. 

Philip Morris was bound to respond to 
the huge verdict by appealing and doing 
all in its power to resist posting a required 
$12 billion bond. This has included push- 
ing for new legislation in Illinois and urg- 
ing states expecting money from a prior le- 
gal settlement to weigh in on its side to 
protect their winnings. It is one of the iro- 
nies of the Philip Morris case that success- 
ful litigants have a greater interest than 
most in the tobacco giant thriving, which 
will require all the usual ingredients that 
allow firms to prosper, including cheap fi- 
nancing, the best modern marketing—and 
success in later lawsuits. 

Since the verdict, Altria's shares have 
dropped by 20%. Its bonds have also tum- 
bled as the rating agencies have down- 
graded the firm's credit to borderline junk. 
This will raise financing costs and depress 
profits, which is not in the interest of any 
claimant and is particularly harmful to the 
states which had been first in line for the 
firm's money. This highlights a big cost in 
using lawsuits to resolve such matters. Be- 
cause of the nature of litigation, in each 
case only the interests of the litigating par- 
ties are considered and not the broader in- 
terests of society, notes Judyth Pendell, a 
senior fellow at the AEr-Brookings Joint 
Centre, a think-tank. 

Perhaps the government could inter- 
vene to balance the claims of different in- 
terested parties. Another possibility is for 
Altria to enter Chapter 11 bankruptcy, al- 
lowing a judge to sort out the mess. The 
firm says it is adamantly opposed to this 
approach, which would be rejected both 
by the states and by investors who have 
bought bonds backed by tobacco-settle- 
ment money issued by states. But given the 
firm's seemingly infinite legal exposures, it 
may be inevitable. m 





Mobile telecoms 


No text please, 
we're American 


SAN FRANCISCO 
Text messaging is popular in Europe 
and Asia, but not in America. Why? 


AMUEL MORSE would be proud. The 

form of communication he pioneered, 
the telegram, may have gone the way of 
the horse-drawn carriage, but it lives on 
through that most modern means of keep- 
ing in touch: the text message. Every day 
more than a billion messages are zapped 
from one mobile phone to another. Like 
telegrams, the length of messages is strictly 
limited. Some phones even announce the 
arrival of a new message with three short 
beeps, two long ones, and three short 
ones~Morse code for $Ms,the name of the 
most widely used form of text messaging. 

But although texting has become com- 
monplace in Europe and Asia, it has failed 
to take off in Morse's homeland, America 
(see chart). Globally, the average number 
of messages sent or received each month 
by a mobile subscriber is now around 30, 
or one message per day. Each message 
costs an average of $0.10 to send. In some 
parts of Asia, such as Singapore and the 
Philippines, where large numbers of free 
messages are thrown in with monthly 
pricing plans, the number of messages 
sent per subscriber per month is as high as 
200. But the figure for America is just over 
seven, according to the Cellular Telecom- 
munications Internet Association, an in- 
dustry body. Why is such a high-tech na- 
tion eschewing texting? 

The short answer is that, in America, 
talk is cheap. Because local calls on land 
lines are usually free, wireless operators 
have to offer big "bundles" of minutes-up 
to 5,000 minutes per month-as part of 
their monthly pricing plans to persuade 
subscribers to use mobile phones instead. 
Texting first took off in other parts of the 
world among costconscious teenagers 
who found that it was cheaper to text than 
to call, notes Jessica Sandin, an analyst at 
Baskerville. But in America, you might as 
well make a voice call. 

Free local calls also make logging on to 
the internet, for hours at a time, and using 
PC-to-PC "instant messaging" (IM) the pre- 
ferred mode of electronic chat among 
American teenagers. Although IM users 
are shackled to their computers, rM has the 
advantage over mobile texting that each 
message is free. 

American telecoms regulations— which 
encouraged different mobile operators to 
choose different, incompatible technol- 
ogies—are also responsible for the dearth 
of texting. Only last year did the largest 
American operators agree to pass text mes- 





sages between their networks—an agree- 
ment still only patchily implemented. In 
addition, not all handsets sold in America 
support two-way texting: many older 
models allow only incoming messages. 
And texting is not included as standard in 
most subscription packages, but as an ex- 
tra for which customers must pay a few 





dollars per month. “You have to pay for it, 
most people's phones don't have it, and I 
don't know how many of my friends have 
it enabled," says Vince Tobkin, an analyst 
at Bain & Company in San Francisco. In 
text-crazed Europe, in contrast, where reg- 
ulators have imposed a single mobile- 
phone standard, all these conditions are 
met by default and you can be pretty sure 
that your message will get through. 
Admittedly, things have improved 
since the middle of 2001, when American 
mobile subscribers sent an average of just 
0.3 messages per month. But since a surge 
at the start of last year, which was widely 
expected to carry texting into the main- 
stream, the volume of messages seems to 
have levelled off. Still, American operators 


are continuing to push texting through tie- 


ins with reality-rv shows and sporting 
events, in the hope of boosting revenue 
and profits (margins on text messages are 
higher than on voice calls). They enviously 
eye Europe, where messaging accounts for 
20% of some operators’ revenues. 

America is not wholly alone in its dis- 
dain for texting, however. There is one 
place in Europe that, on this matter at least, 
stands shoulder to shoulder with Amer- 
ica. That country is France. 8 





Anti-Americanism and television 


The one where Pooh goes to Sweden 


Do American television channels spread cultural imperialism? 


HEN the British government intro- 

duced a bill last year to make it possi- 
ble for rrv, the country's top commercial 
broadcaster, to come under American 
ownership, it did not imagine that the bill 
would be going through the House of 
Lords at a time of such intense anti-Ameri- 
can sentiment. Led by Lord Puttnam, the 
producer of such films as "Chariots of Fire" 
and a former production head at Colum- 
bia Pictures in Hollywood, a rebellion is 
brewing. As well as fearing the prospect of 
any more media power being given to Ru- 
pert Murdoch, a possible buyer of Channel 
Five, another commerical British channel, 
Lord Puttnam has repeatedly argued that 
American ownership would result in a 
(further) flood of imported American pro- 
gramming on to British TV screens. 

At the same time, war has given a new 
lease of life elsewhere in Europe to old 
worries about American ownership 
spreading cultural imperialism. Only last 
week, President Jacques Chirac urged 
French Tv to set up a 24-hour TV news 
channel, in response to fears about the 
growing influence of American-owned 
networks such as Mr Murdoch's Fox News 
and AOL Time Warner's CNN. 

There may be reasons to worry. The 
logic of vertical integration—owning both 
content and distribution—rests on the abil- 
ity to spread the cost of television pro- 
gramming across as wide an audience as 
possible. "The big American players," ar- 
gued Mark Fishlock of the Creators' Rights 
Alliance, an industry body, recently, "have 
shelves of programmes, already made and 
essentially paid for...which can neatly 
and cheaply plug many a gap in British TV 
schedules." 

Even so, such fears can be easily over- 
done. Yes, familiar American imports, 
such as "Friends" or "The Simpsons", ap- 
pear in prime-time. But most other Ameri- 
can programming neither airs in prime- 
time, nor attracts huge ratings. 

The critics may love such series as Fox's 
^34" or Warner Brothers' "The West Wing", 
but British broadcasters shove them into 
late-night slots precisely because so few 
viewers tune in. The days when "Dallas" 
or “Kojak” filled British prime-time are 
long gone. Today, the top 50 British Tv 
shows are all home-grown, led by the local 
soap-opera staples, “Coronation Street” 
and “EastEnders”. 

Britain is no exception. Between 1996 
and 2002, the number of hours of Ameri- 


can programming fell by 26% in Spain, 17% 
in Germany and 9% in Italy, according to 
Essential Television Statistics, a research 
group. Since 2000, the drop has been 
marked in all five big European countries. 
Quotas alone do not explain this trend. 
The European Commission recently re- 
ported that broadcasters in every Euro- 
pean Union country are now far above the 
minimum 40% quota for EU-made pro- 
grammes, devoting on average 62% of air- 
time to them. The top series in France in 
2002 was “Fabio Montale”, a French cop 
series; in Spain, itis “Ana ylos7”,a Spanish 
soap. In short, consumers want local. 





But what if an American company 
owns the distribution channel? Surely the 
logic of vertical integration is to force-feed 
already-made stuff down the tubes? In Eu- 
rope, the only examples are pay-Tv chan- 
nels, such as Disney, MTV, Or CNN. Yet, in 
each case, the most successful strategy has 
been, in the words of Chris Cramer, head 
of CNN International, to “de-American- 
ise” content. In 1996, 70% of programming 
on CNN International was American; by 
2001, this had dropped to about 8%. 


I want my local MTV 

It was Viacom’s MTV that pioneered this 
model. The company had originally 
thought that, because pop music is a genu- 
inely global product, a single channel 
would prosper everywhere. But it soon 
learned that success depended on creating 
local versions of the channel. Since 2001, it 
has launched 14 new MTV channels, most 
recently MTV Romania and MTV Indone- 
sia, bringing the global total to 38. Each is 
tailored to local tastes, literally: a top show 
on MTV Italy is “MTV Kitchen", where mu- 
sicians show off their favourite recipes. In 


adopted a similar strategy. It recently 
launched a local version of the Disney 
Channel in Scandinavia, mixing familiar 


Indonesia, MTV broadcasts a "funky but 
respectful" call to prayer five times a day. 
Sensitive to the damage that its link with 
America could do to its brand, MTV con- 
stantly tests its image. "We don’t even call it 
an adaptation of American content: it’s lo- 
cal content creation," says one MTV execu- 
tive. "The American thing is irrelevant." 
For all the fears about Mr Murdoch 
trampling over British Tv, he too has be- 
come a disciple of localisation. When he 
bought Star rv in 1993, the plan was to use 
his Fox films and rv programmes to fill a 
pan-Asian channel. But it was not until 
Star hired local producers to make soaps, 
comedies and game shows for customised 
channels, in languages from Hindi to Man- 
darin, that the business began to prosper. 
Even Disney, icon of Americana, has 






Disney characters, such as Nalle Puh (Win- 
nie-the-Pooh), with local favourites, such 
as Pippi Longstocking. In Britain, over half 
of the output on Playhouse Disney is now 
British-made. A British studio makes for 
Disney a children's art series in various 
languages-in the best BBC tradition, com- 
plete with ample supplies of sticky-backed 
plastic and squeezy bottles—which is then 
broadcast to children in such countries as 
Mexico, Germany and France. 

The key to this approach is to get the 
economics right, so that the extra cost of lo- 
cal production is commercially viable. 
Boosting locally raised revenues is critical. 
The more established a channel becomes, 
and the wider the audience it attracts, the 
greater the advertising base and the bigger 
the pot that can be devoted to local produc- 
tion. Ad revenues at MTV Europe, for in- 
stance, leapt by 32% in 2002 compared 
with 2001; as a result, MTV in Britain has 
doubled its programming budget for 2003. 

Plainly, this strategy has limits. Con- 
sumers may beless satisfied with local ver- 
sions of American-owned news, for exam- 
ple, than with kids' programmes. Hence 
Mr Chirac's push for a 24-hour news chan- 
nel, just as CNN is said to be considering 
thelaunch of a French-language CNN. 

For now, though, the moguls are mak- 
ing reassuring noises. As Viacom's Sumner 
Redstone, who has not denied being inter- 
ested in Britain's iTv, put it recently: “In 
our programming, we have always been 
very attuned to local tastes. The idea that 
we would dump us programmes is ab- 
surd." Even so, it appears that politicians 
do not trust Americans not to pump their 
own stuff down European tubes, and are 
putting other obstacles in their way. The | 
British government is stepping up regula- 
tion of content even as it frees up owner- 
ship. Politicians, it seems, find it as hard to 
trust their own couch potatoes to watch 
what they deem suitable as they do to trust 
Americans to show it. 8 





Face value | It's not easy being French 


Thierry Desmarest may have much to lose from his country's opposition to war with Iraq 





HO will get their hands on Iraq's oil? This may seem an un- 

comfortable, even tasteless, inquiry to make when the 
guns are still blazing—but there is no escaping the fact that it is 
one of the bigger questions lurking when the war is over. Critics 
of the war have accused gas-guzzling America of being moti- 
vated largely by the prospect of grabbing the world's second-big- 
gest proven reserves of oil. Some Americans and British have 
been equally quick to blame French and Russian opposition to 
the war on contracts their oil firms have signed with Iraq. 

Certainly, until the war started, one of the firms that seemed 
most likely to get its hands on Iraqi oil was France's biggest com- 
pany, TotalFinaElf. Unlike its American and British rivals, such 
as Exxon Mobil and B», which in recent years have had to stay 
away thanks to the hostility of their governments toward Sad- 
dam Hussein and their enthusiasm for United Nations sanc- 
tions, Total has followed the French government's lead and kept 
up contacts in Iraq. That seemed to pay dividends when it was 
reported that the company had secured lucrative deals to exploit 
the huge Majnoon field, with 20 billion barrels of oil,in southern 
Iraq, as well as the smaller Nahr Umr field nearby. 

The war in Iraq, and the French government's energetic oppo- 
sition to it, now threatens to dash the cup of victory from Total's 
lips. It seems far from likely that the Americans and British, who 
by dint of their troops are likely to have de facto control of Iraq's 
oil reserves for some time, will want to reward firms from coun- 
tries that opposed their efforts to overthrow the regime of Sad- 
dam Hussein. 

Some French businessmen see signs of what lies ahead in 
this week's reports that a blacklist is being prepared by the Penta- 
gon on energy companies doing business in Iran-including To- 
tal, which in 1995 won the first big oil contract signed by the 
ayatollahs as American sanctions kept away their Texan rivals. 
Another sign of the current anti-French mood in America was à 
recent column in the Wall Street Journal that struck a relatively 
charitable tone when it argued that American "policy ought to 
be that all companies will have equal rights to bid for Iraqi oil 
deals when the fight is over—but only when [Jacques] Chirac and 
the likes of Thierry Desmarest, head of TotalFinaElf, are also 
gone along with the outlaw Iraqi regime they abetted." Ouch. 


It may be unfair to make no distinction between the French 
government's opposition to war and abetting Saddam's regime, 
but what of the fairness of mentioning President Chirac and Mr 
Desmarest in the same breath? The French government has no 
stake in Total, but the company is still a “national champion" in 
the classic French manner. It is deeply cosy with the govern- 
ment-although, let it be acknowledged, the firm that Mr Des- 
marest created in 1999 by a (controversially) hostile acquisition 
of Elf by Total is no hotbed of political corruption of the sort be- 
ing revealed in the trial of former Elf executives and others now 
embarrassing France's political and business elite. 

Some French businessmen have tried to distance themselves 
from their government, to curry favour with American custom- 
ers. But only the other week, Mr Desmarest was happy to coo 
that the government's line on Iraq seems to him "a wise policy". 
Soon after, Francis Mer, France's finance minister, returned the 
favour, by declaring that “there is no reason why European oil 
companies, notably Total, can't take part" in post-war Iraqi con- 
tracts. Last month, when Mr Chirac visited Algeria, he was 
cheered by 500,000 adoring locals for his anti-war stance. It was 
no coincidence that Mr Desmarest was there too, basking in re- 
flected glory and unveiling plans to invest over $1 billion in Alge- 
rian gas projects. 


Not so bad 

Even so, there are reasons why even hawkish Americans should 
write off neither Mr Desmarest nor his company. For one thing, 
he may not be guilty of doing deals with Saddam. He says the re- 
ports of contracts signed with Iraq for Majnoon or Nahr Umr, or 
any other fields, are false. Yes, Total has talked for years with Iraq 
about these contracts—but whereas Russian and Chinese firms 
signed contracts, Total did not, because it respected international 
sanctions. Not that signing in itself would have breached the 
sanctions. But Iraq could have used the contracts to demand that 
Total begin work that would have done so. 

There has in any case been speculation that firms which have 
signed contracts with Saddam will challenge American attempts 
to tear them up in the courts—potentially delaying for years the 
extraction of Iraqi oil and thus the generation of revenues 
needed to finance the country's reconstruction. Mr Desmarest 
says that Total would not participate in such legal actions as it 
has signed no contracts and thus has "no claims in Iraq". If that 
does not completely exonerate Total in American eyes—after all, 
it has done everything but sign contracts, and still has an incen- 
tive to lobby the French government to oppose the war and get 
sanctions lifted—perhaps it should earn it a suspended sentence. 

The other thing in Mr Desmarest's favour is that he is one of 
the best managers in the oil business. Indeed, his style is down- 
right un-French, owing much to the best of American manage- 
ment. Some industry analysts think his attitude to oil, if not his 
accent, would not be out of place in Texas. He stresses share- 
holder value and capital discipline. Total's oil and gas output 
grew by 10% last year; its fourth-quarter profits were 13% up on a 
year earlier. Its return on capital beats even Exxon's. Even were it 
to miss out in Iraq, its prospects would be excellent. That may be 
why one-third of the firm's shareholders are American or British, 
and the dollar value of Total's American Depositary Receipts in 
New York has risen even in recent months. Perhaps that will con- 
tinue. After all, Americans have only recently discovered Franco- 
phobia. Their love of a good investment is much older. m 





Rising above the sludge 


LONDON, MUNICH AND TOKYO 


As business conditions get tougher, which companies are best placed to thrive? 


HAT better places to turn for lessons 

in how to prosper in adverse condi- 
tions than Japan and Germany? The first 
has been hit by bouts of recession ever 
since its asset-price bubble burst in 1990, 
while sclerotic Germany has been hob- 
bled by the Eu’s tough fiscal-policy regime, 
by rigid labour laws, and by the cost of 
integrating the former East Germany. The 
country has also been in and out of reces- 
sion for the past three years. 

For some months now, companies 
have been battening down the hatches ev- 
erywhere, curtailing investment, slashing 
costs and reining back marketing. Some— 
the big car companies, for example—are 
slashing prices in a desperate effort to sus- 
tain sales and hold on to market share. 
Many middle managers in America and 
Europe have known only good times. Now 
that their markets are slumping, they are 
confused about how to react. 

Companies that have flourished in re- 
cent years in the unpromising soils of Ger- 
many and Japan have, for the most part, 
followed a few key rules. Keeping your eye 
on the finances is never a bad idea: Kao, a 
thriving Japanese consumer-goods manu- 


facturer that has almost turned cost-cut- 
ting into a religion, is expecting to be re- 
warded with its 20th consecutive year of 
record pre-tax profits. 

Siemens, one of the world’s biggest en- 
gineering groups, employs 430,000 peo- 
ple. Where competitors such as Alstom 
and ABB have struggled to weather tough 
economic conditions, the German giant 
has marched on, making handsome pro- 
fits and increasing its share of its main mar- 
kets. During the bubble of the late 1990s, it 
resisted the temptation to win business by 
offering financing deals to customers. Ri- 
vals that were less disciplined have subse- 
quently had big problems, especially with 
debt-laden clients in the telecoms indus- 
try. Siemens was also diligent in avoiding 
disasters from loosely written contracts— 
disasters that have befallen some of its 
competitors. 

As always, good management also 
makes a difference. Canon's successful as- 
sault on the American photocopier market 
has been orchestrated by the almost leg- 
endary Fujio Mitarai. After a spell running 
Canon’s North American division, Mr Mit- 
arai returned to Tokyo and welded the best 


ae eles eae te att ERA y 
. The Economist April 5th 2003 61 


of American business practices on to an 
oriental culture. Unlike Japanese compa- 
nies such as Sony, however, Canon has re- 
mained deeply sceptical of Anglo-Saxon 
models of corporate governance. It does 
not, for instance, have outside directors. 


The global card 

Financial prudence and inspired leader- 
ship are good for all times. So what have 
successful companies in Germany and Ja- 
pan done that has specifically helped 
them to rise out of the trough of recession? 

One thing many have done is to go 
global. Globalisation is a natural counter- 
cyclical business strategy. When things are 
bad in a company’s home market, they are 
sure to be less bad in other markets else- 
where. “The lesson of the past seven to 
eight years is that, if countries are deflat- 
ing, companies need to go abroad and ac- 
cess demand elsewhere,” says Alexander 
Kinmont, an equity strategist at Nikko Sal- 
omon Smith Barney in Tokyo. 

Toyota and Honda, the top two Japa- 
nese car companies, will report record pro- 
fits for the year to the end of March. A large 
percentage of these are made in America. 
Today, around three-quarters of the cars 
that the two firms currently sell in America 
are also manufactured there. 

Nissan, Japan's third big car company, 
was late in going global. When Carlos 
Ghosn moved in to rescue it, after Renault 
had bought a stake in 1999, he was struck 
by the way that Nissan's managers were 
full of excuses for the company's poor per- 
formance. They each blamed one another, » 


> 





and they all blamed the collapse of growth 
in the Japanese economy throughout the 
1990s. But that was hogwash. In reality, 
Nissan's share of its home market had 
been eaten away by its two domestic ri- 
vals, Toyota and Honda. The belated 
build-up of Nissan's position in America 
has been a big factor in its recovery over 
the past three years. 

Successful Japanese companies in 
other industries have also grown by going 
global. Last year's dramatic recovery by 
Sony was fuelled by sales of its PlayStation 
2 console in America, and some 70% of 
Canon's revenues come from markets out- 
side Japan. Ricoh, its rival in the copier- 
and-printer industry, derives half its 
sales—and half its operating profits—from 
overseas markets. Canon delivered its 
third year of record profits in 2002, and Ri- 
coh is soon to report its ninth consecutive 
record year. 

So successful have the two of them 
been that they have both overtaken Xerox, 
the undisputed market leader ten years 
ago, in several key parts of the office-equip- 
ment market in the United States. While 
Xerox's home market was booming, the 
American icon was caught napping by two 
foreigners whose home market was far 
from booming. Xerox disguised the full ex- 
tent of its failure for a while by prema- 
turely booking some $6.4 billion of reve- 
nues (and overstating its profits by $1.4 
billion) between 1997 and 2001. 

Takeda Chemicals, Japan's largest drug 
company, has been profitable for ten years 
in a row. It too earns a chunk of its reve- 
nues from overseas markets. This is par- 
ticularly unusual because the domestic 
Japanese drug industry consists largely of 


smallish arms of big chemicals conglomer- 


ates, a business model that faded else- 
where in the world years ago. Takeda's suc- 
cess overseas has relied on some clever 
technology and on its marketing alliances 
with such global leaders as Eli Lilly. 


German lessons 
One of the most striking examples of a 
company thriving despite weaknesses 
and rigidities in its home economy is Ger- 
many's Volkswagen. With the state of 
Lower Saxony owning a fifth of its shares, 
vw could not react to the weak car market 
in the mid-1990s by slashing jobs. That 
would have been deeply unpopular with 
the local government, grappling then (as 
now) with high unemployment. 

Forbidden to apply the brakes, vw 
slammed hard on the accelerator, launch- 
ing new models (all based on a small num- 
ber of chassis and engines) and ramping 
up production. It re-established its lead in 
the European mass market and enjoyed a 
revival in America with the new Beetle 
model that it launched in 1998 and that it 
manufactures in Mexico. 

The other big German car companies 





have also played the global card well. 
Daimler-Benz took over Chrysler—to gain 
economies of scale and deeper access to 
the American market—and, after a shaky 
start, that deal now seems to be paying off. 
Likewise, BMW emerged from its botched 
purchase of Rover in Britain with the con- 
solation prize of the British company's 
Mini brand, which has helped lift BMw’s 
production volume up to a million. 

Buying Chrysler meant that Daimler- 
Benz made a spectacular U-turn. The com- 
pany had previously tried to diversify by 
turning itself into a conglomerate involved 
in all forms of transport. Jürgen Schrempp, 
its boss since 1995, opted instead to return 
to its core car business, but to be more 
global. Many of the non-car businesses 
were sold or closed down, although there 
are some leftovers, such as DaimlerChrys- 
ler's stake in EADS, Europe's biggest aero- 
space company. 

Deep in the heart of Germany's famous 
Mittelstand of medium-sized companies 
there are many less-well-known cases of 
German enterprise surviving a sclerotic 
home economy. One example is Knorr- 
Bremse, a Munich-based manufacturer of 
braking systems for trains and lorries. 
Since a management buy-out in 1985, the 
company has grown steadily away from its 
German roots and now has 70% of its 
11,000 staff abroad. As Heinz Hermann 
Thiele, its boss and owner, observes: 
"When I bought the company, sales were 
€200m and the balance sheet was very 
weak. So I had to find a new strategy and 
reshape the business." 

He decided to focus on braking sys- 
tems, then a part of the company with 
good potential. The market for the systems 
was fragmented, but the main customers— 


big engineering groups and makers of 
commercial vehicles—were increasingly 
global. So Knorr-Bremse set about becom- 
ing a global supplier. 

Ithasintegrated no fewer than 28 acqui- 
sitions since 1985, and its latest big deal (in 
early 2002) has made it the market leader 
in lorry brakes in America. (It also proved 
that recession need not be a bar to oppor- 
tunistic takeovers.) Knorr-Bremse now 
commands 40% of the world market for 
braking systems used on trains and lorries. 
Last year’s turnover of €2.1 billion was 
three times that of 1996. “We are now a 
global company,” says Mr Thiele. 


Sliced to the core 

Diversification indulged in during good 
times often turns sour at the first sign of 
trouble. Telecoms and energy firms such as 
WorldCom and Enron were so keen to be 
more than boring service providers that 
they borrowed heavily in an effort to re- 
shape themselves into sexier businesses. 
The same was true of Vivendi, a dull but 
profitable French utilities group that floun- 
dered after a reckless bout of expansion 
and diversification, notably into American 
media. Marconi in Britain is another miser- 
able example of a sound, if dull, company 
(the former GEC) which renamed itself as 
it diversified disastrously into high-tech te- 
lecoms companies just before the technol- 
ogy bubble burst. 

Ford too strayed almost disastrously far 
from its core. Jacques Nasser, its former 
boss, was determined to turn the company 
into a provider of consumer goods and ser- 
vices related to transport. He embarked on 
a borrowing orgy as Ford bought compa- 
nies-such as the Kwik-Fit car-repair 
chain—and launched itself into e-com- 
merce. Top management was distracted 
from the basic business of carmaking. Pro- 
duct planning, quality control and capac- 
ity utilisation all developed problems; 
Ford went from making the biggest profits 
in the industry to struggling for survival in 
the space of less than three years. 

In Germany and Japan, those compa- 
nies that have stuck to their core business, 
and done it well, have generally thrived. 
Toyota and Honda are (and have been fora 
long time) simply very good at making 
cars that are attractive and appealing to 
consumers. 

In Germany in the 1990s, Siemens suc- 
cessfully trimmed its broad portfolio of 
businesses, in particular spinning off its 
chipmaking arm in April 1999. It thought, 
correctly, that the chip business was too 
cyclical and too capital-intensive for it to 
make sense as part of a large engineering 
group. The spun-off business, now called 
Infineon, has done well on its own. As a 
standalone company, it has invested in im- 
pressive new production facilities at plants 
in Dresden and Regensburg. 

By specialising in high-value chips, »» 





> rather than commodity chips, and by fo- 
cusing on designing chips for specific 
industries, Infineon has largely avoided 
the brutal competition from Asian produc- 
ers that has wiped out much of Europe's 
chipmaking capacity. (A similar strategy 
has protected sT Microelectronics, a com- 
petitor. It has not avoided the general 
troubles of its industry-in 2002 it lost 
money for the second year running—but it 
has loads of cash and has coped better 
than most. 

Other thriving companies have fo- 
cused on core disciplines, according to 
Kaoru Kobayashi, a professor in global 
management at the SANNO Institute of 
Management in Japan. Canon's pet pas- 
sion is monitoring its cashflow. It is also 
sharply focused on extracting profits from 
economies of scale, says Steven Myers, an 
analyst at HSBC Securities. Thus many of 
its new components for image-processing 
are used in most of its cameras. 

This is not to say that tightly focused 
companies cannot be innovative. But new 
products do not usually stray far from their 
core expertise. Kao has been extremely 
successful at developing hit products that 
fit within its range. Econa, a special low-fat 
cooking oil has enjoyed double-digit sales 
growth in Japan since its launch in 1999, 
despite being triple the price of normal 
cooking oils. Kao is hoping to take Econa to 
America and is now testing the product in 
Atlanta and Chicago. Another winning 
feature at Kao, says Ritsuko Tsunoda, an 
analyst with Merrill Lynch Japan Securi- 
ties, is its knack of coming up with pro- 
ducts that do not cannibalise its existing 
product line—crucial if the company is not 
to diversify too far from its core. 

Nearly a third of Kao's headquarters 
staff now work on product development. 
Similarly, Canon ploughs nearly 8*6 of its 
revenues into research and development 
to protect and improve the core technol- 
ogies that give it an edge over its rivals. In- 
fineon too invests heavily in R&D, employ- 
ing 5,400 people in the area out of a total 
staff of 30,000. Last year the company 
spent more than €1 billion ($940m) on 
R&D, equivalent to 20% of its revenues. 


Processes of improvement 
One other thing that helps companies fly 
clear of the sludge is having good business 
processes, and improving them all the 
time. The best Japanese companies, for ex- 
ample, are extremely good at logistics, 
both in their global operations and at 
home. Honda has a network of factories 
around the world, all hooked into the 
same supply chain. Each operates in the 
same way, so each is able to make any ve- 
hicle in the product range according to de- 
mand. This gives the company tremen- 
dous flexibility, thanks as much to slick 
logistics as to excellence in manufacturing. 
Honda pays meticulous attention to de- 


tail to help ensure that its products are 
made on time. It has special data systems 
installed in each of its factories to monitor 
weather forecasts. These allow factory 
managers to talk in advance to parts sup- 
pliers about bad weather and how it might 
affect deliveries. They can decide what 
and when to stock up. 

One of the best Japanese companies at 
logistics is Seven-Eleven, the largest conve- 
nience-store chain in the country. It is a 
rare example of a company whose busi- 
ness is largely domestic that is doing well 
despite Japan's deflationary environment. 
Its biggest strength is its custom-built in- 
formation system that compiles extensive 
sales data (collected three times a day and 
analysed in 20 minutes). The system helps 
improve quality control and assists the 
company in pricing, product development 
and inventory management. 

In the Japanese economy, any excess in- 
ventory can quickly translate into losses 
for firms that become too anxious to shift 
stock. For this reason, Kao has been work- 
ing hard to improve its supply-chain man- 
agement. Just as Toyota and other carmak- 
ers gained competitive advantage from 
honing their “just-in-time” delivery sys- 
tems in the 1980s, so Kao has been steadily 
improving its inventory management-to 
the extent that it has saved around Y10 bil- 
lion ($85m) a year for the past 15 years. 
Companies such as Canon, Takeda Chemi- 
cals and Yamato Transport, the biggest par- 
cel-delivery company in the country, are 
also strong in logistics and supply-chain 
management. 

In many cases, these process improve- 
ments have gone against the grain. Japan is 
remarkably backward in its use of in- 
formation technology. Its spending on 1T 





jumped to 4.4% of GDP in 2001, from 3.9%. 
But the comparable figure for Europe was 
5.2%, and for America, 5.3%. There is no 
shortage of computers on Japanese work- 
ers' desks, but many are still connected to 
old mainframes and run outdated soft- 
ware. Access to the internet is often avail- 
able only via the one or two PCs around 
the office that are wired to the web. 

Many of the firms that seem to have 
made the biggest productivity gains from 
IT are big exporters-car manufacturers 
and electronics firms. They are the ones 
with the global strategies that enable them 
to see what the rest of the world is up to. 


The big new idea 

One of the less obvious things that suc- 
cessful companies have done in hard times 
is to listen harder to their customers. They 
have become less intent on making things, 
and more intent on selling them. And that 
has meant being more thoughtful, not 
more forceful. Customers are likely to be 
going through hard times too, and they 
may well show their appreciation of spe- 
cial consideration with more than a smile. 

Sometimes this can force companies to 
shift away from their core business. Knorr- 
Bremse, for example, learnt from its cus- 
tomers soon after it had decided to focus 
on the brakes business that it was not go- 
ingto be good enough just to make braking 
components. It had to develop complete 
systems that offered its customers more 
value. And that meant sharing more in- 
formation with them. 

Siemens too has had to adapt to the 
changing needs of its customers, as several 
of its markets have fundamentally 
changed over the past decade. Its transport 
division used to make just the electrical 
systems for trains. But now its customers 
want delivery of complete locomotives 
and carriages. So, to stay in the business, 
Siemens has had to broaden its opera- 
tions, which it did by acquiring and inte- 
grating a dozen different companies. Loss- 
making a few years ago, the division is 
now profitable. 

Similar efforts have been required to re- 
tain Siemens' leading position in other 
markets. During the second half of the 
1990s it completely reshaped its ailing 
medical-equipment business, changing it 
from being focused on functions (such as 
marketing and R&D) to being focused on 
customers. Response times to customers, 
as well as the effectiveness of collabora- 
tion among staff, are now key determi- 
nants of performance. The effect has been 
dramatic. Profits last year were more than 
€1 billion, and threats to move key produc- 
tion away from the company's historic 
base in Erlangen have been withdrawn. 

Managers should take note. As all these 
examples-in Japan, Germany and else- 
where—show, a feeble economy is now a 
feeble excuse. 8i 
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‘Finance and economics 


Iraqi debt 





The cold calculation of war 


What war and its aftermath may mean for Iraq's creditors 


ESPITE the murder of Zoran Djindjic, 

prime minister of Serbia, on March 
12th, the secondary-market price of de- 
faulted Yugoslavian government debt has 
remained buoyant, at 50 cents on the dol- 
lar. Speculative buyers of the debt, mostly 
loans already restructured in 1998, are 
gambling that the Serbian government 
will ultimately pay them more- pending, 
among other complications, the resolution 
of a dispute between the creditors' agent 
bank, J.P. Morgan Chase, and the National 
Bank of Yugoslavia. Their appetite has in- 
creased considerably since 1999, when the 
debt fetched only five cents on the dollar 
(see chart 1). 

Will speculators one day show the 
same relish for Iraq's loans? Already, trad- 
ers say, the secondary-market price of two 
big Iraqi loans has doubled, to around 19 
cents on the dollar. Some believe that Iraq 
is a safer long-term bet than Serbia, be- 
cause it has oil and is not (yet) hostage to a 
business mafia. This week a Serbian bank- 
ruptcy court sold a steel mill for $23m, ig- 
noring the $1.7 billion the mill had bor- 
rowed from some now furious western 
governments and companies. 

All depends on how long the war in 
Iraq lasts-and on how a future govern- 
ment deals with its legacy of debt. There is 
$116 billion of official and commercial 
debt, plus some $200 billion of reparation 


5 claims following Iraq's invasion of Kuwait 


in 1990 and the first Gulf war. Even for a 
country that might earn $25 billion a year 
from oil, itis an impossible burden. 

The market view is that Iraq will negoti- 
ate the write-off of between 70% and 90% 
of the $116 billion. Traders also guess that 
the United Nations Compensation Com- 
mission (UNCC), which is handling un- 
paid reparation claims, will cut these to 
perhaps $40 billion. So Iraq's existing ob- 
ligations could be reduced to between, say, 
$50 billion and $75 billion. 

Who gets repaid, and how much, de- 
pends on which creditors a new Iraqi gov- 
ernment would need most to help rebuild 
its economy. The creditors fall into three 
groups: the imr and World Bank; govern- 
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ments that provided trade credits and bi- 
lateral loans; and private banks and com- 
panies (see chart 2 on next page). Iraq owes 
only $1.1 billion to the first group. Assum- 
ing they can be kept happy, the chances of 
other creditors depend on whether Amer- 
ica sets up an officially funded reconstruc- 
tion programme like the Marshall Plan for 
western Europe after the second world 
war, or whether Iraq has to rely mainly on 
private funding. If the first, it will have to 
repay its official creditors, known as the 
Paris Club. If the second, it might follow 
Nigeria's example, repaying private credi- 
tors and ignoring official debt. 

Above all, bankers argue, to return to 
the international capital markets, Iraq will 
have to show that it is at least willing to 
pay something towards its properly docu- 
mented obligations. That would not in- 
clude bills for sanctions-busting arms 
shipments, for example. But it would in- 
clude bank loans, especially two big ones 
totalling $1 billion, syndicated in the19805, 
which have become a benchmark for 
Iraq's future creditworthiness. Although 
the price is only 19 cents on the dollar, a fi- 
nal repayment, including back interest, of 
up to 75 cents on the dollar is conceivable. 

So far, there are few buyers-perhaps 
one or two a week-although the number 
of inquiries has soared lately, says Peter 
Bartlett of Exotix, an emerging-market- 
debt trading house. American entities are 
forbidden to trade. The buyers are mostly 
banks or a handful of funds that specialise 
in the debt of “pariah” states. Other Iraqi 
loans are traded too, such as letters of 
credit and other paper from the central 
bank, and two other banks, Rafidain Bank 
and Rashid Bank. 

Trading, or even holding, Iraqi paper is 
loaded with traps. Its validity can expire 
every few years, according to the statute of » 
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> limitations in various jurisdictions. Re- The Financial Services Authority 


newing it requires some acknowledgment 
from the borrower, and that was difficult 
even before the war. Assigning the debt 
from buyer to seller requires the bor- 
rower’s assent, and the Iraqi banks have 
been unco-operative since 1988. The trick 
is to apply during public holidays, or when 
communications are down (as they are 
now), because the borrower's failure to re- 
spond within ten working days can be 
taken as agreement. 

An alternative is to buy a sub-participa- 
tion in a loan, but then the buyer takes on 
the credit risk of the intermediary as well. 
“All right if it’s Deutsche Bank,” says one 
investor, “but not so good if it’s a bank in 
Japan or the Middle East.” Prices are ad- 
justed accordingly. There are long chains 
of sub-participations, compounding the 
risk of an already risky investment. 

The complexity of Iraqi debt may not 
match that of Serbia, which is fraught with 
debt swaps between former Yugoslav re- 
publics and commercial debts that were 
turned into bilateral official lending. Still, it 
is complicated enough. The UNCC is 
working through reparation claims, but 
many of the biggest may take years to re- 
solve. Omni Whittington, a Dutch firm 
that specialises in debt recovery from pa- 
riah states, is sceptical that prospects in 
Iraq will improve, even after the regime 
has been changed. 

However, some commercial creditors 
have been able to unfreeze Iraqi assets 
abroad, except in America, and receive 
payment, as long as they demonstrate that 
the proceeds will not return to Iraq. Iraq's 
economy is centralised and reasonably 
simple. If the oilfields survive without 
heavy damage, there will be access to ex- 
port earnings. The economy is almost 
bound to grow, albeit from a low base. 
That should encourage the purchase of 
speculative assets while they are still 
cheap. Vietnam may offer a better parallel 
than Serbia. In 1989, one pariah fund 
bought Vietnamese debt at four cents on 
the dollar. In 1995, it sold at 80 cents. Thatis 
not a bad return for a recovery that some 
thought inevitable. m 


1 Dollar burden 
Iraq's current external creditors, 
Indebtedness, $bn 


Multilateral institutions 
1.1 





The gasman 
cometh 


Sir Howard Davies is a hard act for 
Callum McCarthy to follow 


N NOVEMBER 2001, when Enron was 

biting the dust, Callum McCarthy kept 
his nerve. There were calls for the govern- 
ment to intervene to prevent the collapse 
of Britain's newly created electricity-trad- 
ing market, NETA, because it had lost its 
only big market-maker. But Mr McCarthy, 
the chairman of Ofgem, the gas and elec- 
tricity regulator, insisted that the market 
would take care of itself. He was right. 

This week the Treasury chose Mr Mc- 
Carthy to succeed Sir Howard Davies in 
September as chairman of the Financial 
Services Authority (FSA), Britain's finan- 
cial regulator. The FSA has been bad at en- 
suring that consumers know their dealings 
with financial intermediaries may be as 
exposed to chicanery as those with used- 
car salesmen. Caveat emptor, let the buyer 
beware, is a slogan that Mr McCarthy ap- 
plied eagerly to the wholesale energy mar- 
kets. He should do the same at the FSA. 

Although his appointment con- 
founded most forecasts, Mr McCarthy has 
good credentials. His background is un- 
cannily close to Sir Howard's: same school, 
same Oxford college, and (same again) a 
year at Stanford Business School, followed 
by several civil service posts. Sir Howard 
worked for McKinsey and the bosses' un- 
ion, the cBr; Mr McCarthy for Kleinwort 
Benson and Barclays. Sir Howard's leader- 
ship has depended on flamboyance and 
wit; Mr McCarthy is more of a technician, 
but as effective in public when necessary. 

That has led him into some high-profile 
clashes at Ofgem. In creating NETA, he 
fought the vested interests of the power 
utilities and helped to bring down whole- 
sale electricity prices by 40%. He insisted 
that British Energy, the languishing nu- 
clear operator, should be allowed to fail, al- 
though he lost that particular battle. In a 
running skirmish with Brian Wilson, the 
energy minister, he has argued that renew- 
able-energy schemes should be properly 
costed and subsidised rather than propped 
up by fudged electricity prices. 

That readiness to do battle on the basis 
of markets, not ideology, should make Mr 
McCarthy a useful successor to Sir How- 
ard. The FSA is increasingly encumbered 
by detailed rulebooks and legalistic proce- 
dures. Where Sir Howard mastered this 
complexity with apparent bureaucratic 
ease, Mr McCarthy may instead start to cut 
through the red tape. He will be assisted by 
a chief executive, not yet appointed. Sir 
Howard has done both jobs. 





McCarthy's your man 


According to John McFall, chairman of 
the Treasury committee of MPs, which 
grills FSA officials (it once roasted Sir How- 
ard), Mr McCarthy must perform a “bal- 
ancing act" between politicians, the City 
and consumers. He will also have to play a 
leading role in shaping pan-European fi- 
nancial regulation. Paradoxically, the Brit- 
ish financial super-regulator will be ex- 
pected to resist plans for a single European 
super-regulator in its own image. @ 


America's regional banks 


Small is beautiful 


NEW YORK 
Hard times have been good to 
America's smaller banks 


T mood inside America's big banks 
could hardly be worse, with relentless 
rounds of redundancies and niggling cost 
cuts. Step away from the better-known in- 
stitutions, however, and the atmosphere 
changes dramatically. Regional banks' 
first-quarter profits are, on average, 17% 
higher than they were last year; delin- 
quent loans remain modest; and deposits 
are pouring in. 

This marks a big change from a dozen 
years ago, the last time America fought 
Iraq. Then a credit crunch deepened and 
extended a recession that left many bor- 
rowers, especially those who had bought 
commercial property, insolvent. This time, 
the good health of the regional banks is 
one reason why America's economy has, 
so far, remained more robust—notwith- 


standing a host of problems. Although de- » 


» mand for loans is modest, the banks at 
least have capital to back lending. 

Sincethe early 19905, consolidation has 
reduced the number of American banks 
by 40%. Most mergers occurred among 
firms with less than $100m of assets, typi- 
cally small community banks. Many had 
been badly run. 

The industry remains fragmented— 
there are still 8,000 banks, and the number 
is growing again—but it is in much better 
fettle. Return on equity has climbed from 
8% at the end of 1990 to 15%, according to 
the Federal Deposit Insurance Corporation 
(FDIC), which guarantees Americans’ 
bank deposits. This has happened even 
though the share of equity in the banks’ 
capital has risen from 6% to 9%. What 
makes this transformation even more im- 
pressive, says David Ellison, a fund man- 
ager specialising in bank stocks at FBR 
Fund Advisors, is that, in the mid-1990s, 
equity was often inflated by goodwill after 
takeovers. During the past few years, this 
excess has been amortised away. 

It is tempting to believe that the profits 
of regional banks have been driven up 
solely by America’s mortgage-refinancing 
wave. Homeowners have switched to new 
loans as interest rates have plunged. Al- 
though the banks have been raking in 
loan-arrangement fees, Edward Najarian, 
an analyst at Merrill Lynch, thinks that 
these have been partially offset by the loss 
of servicing fees on the older loans. A big- 
ger reason for their success, says Mr Najar- 
ian, is that they have avoided the worst ef- 
fects of the recent slowdown, while 
enjoying the best of its by-products. 

Unlike larger financial institutions, 
smaller banks had little exposure to the 
stockmarket or to the syndicated loans of 
large American companies. Consequently 
the bankruptcies of huge companies such 
as Enron and WorldCom largely bypassed 
the small banks. The small, private busi- 
nesses that are their staple customers had 
no incentive to falsify their accounts or to 
issue stacks of dodgy share options. Re- 
gional banks have also steered clear of the 
other main area where credit is deteriorat- 
ing, sub-prime lending (high-interest loans 
to borrowers with patchy credit). 

Although small banks offer fewer pro- 
ducts than larger rivals, they often do a bet- 
ter job. In New York, Commerce Bank has 
grown quickly by opening branches next 
to big, entrenched competitors such as 
Citibank, J.P. Morgan Chase, and HSBC. 
Commerce Bank then offers its customers 
longer banking hours and freedom from 
annoying fees. The result has been a surge 
in popularity. 

Meanwhile, the decline in interest rates 
has been a great boon for commercial 
property, a core lending business for com- 
munity banks. At the same time, many 
Americans, fed up with Wall Street, have 
been pulling money out of the stockmark- 





et and putting it into old-fashioned savings 
accounts at banks, even though they earn 
almost no interest. The banks have thus 
been raising money at little cost. Deposits 
at the medium-sized banks covered by 
Merrill Lynch have risen by 14% in the past 
year. These days, maybe, Americans are 
happy simply to put their money into an 
institution that not only accepts it, but also 
returns it. ai 


Japan's banks and life insurers 


Still lousy 


TOKYO 
A year-end health check on Japan's 
financialinstitutions 


APAN'S banks and life insurers have 
closed their books on another awful 
year. The banks have a huge weight of bad 
loans. The insurers are thought to be in still 
worse shape. Both are big equity investors, 
and their battering in the stockmarket con- 
tinues. The benchmark Nikkei 225 stock- 
market average fell by 27.7% in the year to 
March 31st, to 7,972.71, its lowest end to a fi- 
nancial year since 1982 (see chart). 
Hironari Nozaki of HSBC Securities es- 
timates that the top eight banks are sitting 
on ¥4.5 trillion ($38.1 billion) of equity 





losses, some recognised in the past year 
and some still unrealised. Guessing how 
much the big, mainly mutual life insurers 
have lost is trickier; but one analyst puts 
the unrealised losses of the top eight at be- 
tween ¥1.5 trillion and ¥1.9 trillion. 

This spells trouble for both industries. 
Realised or not, equity losses eat into 
banks' tier-one capital, of which the big- 


gest eight have about ¥14 trillion. This im- 
plies an average capital-adequacy ratio of - 


about 10%, still above the 8% that interna- 
tional rules require. However, the capital 


cushion is thinner than it looks. It includes. 


¥6 trillion of public funds that big banks 
received in 1998 (and are supposed to pay 
back) and X8.4 trillion of deferred taxes. 
No wonder banks protested so fiercely 
last year when Heizo Takenaka, head of 
the Financial Services Agency (FSA), Ja 
pan's financial regulator, tried to cut the 
amount of deferred taxes that banks can 
count as capital. The banks have been rais- 
ing capital frantically, ahead of the March 
year-end. The biggest, Mizuho, tapped its 


borrowers for more than ¥1 trillion. 


The next checkpoint for the banks' 
books is end-September. Politicians in the 
ruling Liberal Democratic Party are putting 
forward new bail-out wheezes, such as re- 
turning up to 15 years’ worth of back taxes 
to banks in the red. Others, including Mr 
Takenaka, want the Bank of Japan to buy 
equity-based exchange-traded funds, as a 
way of propping up thestockmarket. © 

The life insurers’ basic problem is that 
they are locked into making high payouts 
when interest rates are ultra-low. The top 


seven think they lost X14 trillion in the. 


year to March. Large falls in the stockmark- 
et are an extra blow, because life insurers 
must recognise share-price losses of more 
than 50% in their profitand-loss accounts. 


As with the banks, politicians are mult- 
ing ways of helping the insurers out. One: 


favourite idea is to force down guaranteed: = 
rates of return. That would mean breaking |... 


existing contracts, and it might not help © 
much anyway. Nippon Life, the biggest 


company, bitterly opposes the idea of forc- 


ing the whole industry to cut payouts to x 
protect the weakest. Yet if individualinsur- - 


ers were forced to reduce rates, many poli- 
cies would surely be cancelled—and the 
weakest companies would not survive. 

The fates of the banks and the life insur- 
ers are closely linked. Mitsuhiro Fukao, a 
professor at Keio University, estimates that 
a year ago the top life insurers held some 
¥3.3 trillion-worth of bank shares. After 
Mizuho's recent share issue, they must 
have more now. Life insurers also held 
¥4.5 trillion of banks’ subordinated debt. 
In return, banks propped up life insurers 
with at least ¥2.5 trillion of loans. No won- 
der Moody’s, a rating agency, marked the 
end of the financial year by giving warn- 
ing that this high level of interdependence 
increases systemic risks. sa 








Star fund managers 


Alpha males 


Institutional fund managers find it hard to keep their high-flyers on board 


HIS year has begun badly for Lazard 

Asset Management (LAM). On January 
14th William von Mueffling, the “star” 
manager running the bulk of its hedge- 
fund business, resigned. LAM's bosses de- 
cided to replace him with Ben Guest, but 
Mr Guest left a few days later, to be fol- 
lowed out of the door by Robert Cope, 
Thomas Ellis, Rupert Tyer, Angus Parker, 
Simon Higgo and Jay Genzer. Last month 
Theodore Gillman, the head of LA M's priv- 
ate-client group, quit to run the fund-man- 
agement business of First Albany Asset 
Management in New York. 

Clients started to withdraw funds as 


soon as Mr von Mueffling's resignation be- 


came public. The defectors say that La- 
zard's $4 billion hedge-fund business has 
dwindled to less than $1 billion. Lazard 
will not comment on this figure. It wishes 
Mr von Mueffling well and says that its 
hedge-fund business is now being turned 
into "a team- and research-driven effort." 
Still, the business seems to have been 
dented by the departure of a single star. 
LAM is not the first institutional fund 
manager to find it hard to bed-in hedge 
funds. James Hedges of tyH Global Invest- 
ments, a hedge-fund consultancy, says 
that it has never really worked in the past. 
In America, at any rate, almost all the firms 
that have tried—Putnam, Fidelity, Sanford 
C. Bernstein-have suffered the loss of 
stars sooner or later. Even bigger hedge- 
fund specialists often see their best men 
leave to run their own show. On April 1st, 
Perry Capital, a hedge fund with $5 billion 
under management, announced the de- 





parture of Christopher Hohn, manager of 
its European fund. 

The ways of the hedge-fund business— 
trading aggressively, leveraging and short- 
selling (selling shares you do not own in 
the hope of buying them back at a lower 
price)-attract big egos. They often find it 
hard to defer to the hierarchy and etiquette 
of big institutions. More important, hedge- 
fund managers can earn more working on 
their own account than as part of a bigger 
firm. They usually charge an annual fee of 
1-2% of assets, plus 20% of profits (but if 
they lose money in one year, they cannot 
charge clients’ profits in a later year until 
the losses have been recouped). Left to 
their own devices, they keep all this; in a 
bigger firm, they must share some of the 
loot with more run-of-the-mill fund man- 
agers charging lower fees. 


Fair shares 

Compensation was the main reason for 
the clash between Lazard, the investment 
bank that owns LAM, and its hedge-fund 
team. Under Bruce Wasserstein, its boss 
since the start of last year, Lazard has be- 
gun to issue shares to its employees. The 
bank is said to have offered the hedge-fund 
crew about 2% of its equity. Mr von Muef- 
fling thought his team deserved far more, 
having hauled in half of LAM's profits last 
year despite having only one-twelfth of its 
assets under management. 

Lazard thought this greedy. After all, it 
said, Mr von Mueffling’s team had relied 
on the firm’s technical systems, back office, 
brand and marketing, not to mention a bat- 


talion of research analysts, who were keen 
to present their ideas to the hedge-fund 
maestro. And the hedge-fund people had 
based their demands on a bear-market 
year, when their business tends to shine 
compared with everyone else’s. 

In fact, most hedge funds have not done 
as well as they hoped during the bear mar- 
ket. With their focus on absolute returns, 
hedge funds promise to make money 
whether markets rise or fall, yet last year 
they returned only 3% on average, accord- 
ing to CsrB/Tremont, a provider of hedge- 
fund indices. An estimated 800 (mostly 
smaller) funds closed down. Even some 
bigger firms, such as Robeco, Bank Sarasin 
and Rourke Capital Management, wound 
down their hedge funds. Unsurprisingly, 
new investment has slowed in the course 
of the year. 

In that case, why should firms care 
whether hedge-fund managers stay or 
leave? In these difficult times, a fund man- 
ager who can still produce double-digit re- 
turns is even more sought after. A firm can 
profit from marketing a “star”, as Lazard 
did before the recent exodus. Mr von Muef- 
fling’s European Opportunities fund, 
launched in the autumn of 1998, returned 
182% in its first year, thanks to a mix of be- 
ginner’s luck and talent. Returns declined 
to double and even single digits, but last 
year bounced back to 17.4%, near the top of 
the hedge-fund league. Moreover, the 
rankings depend on the lead manager, not 
the team, however closely they work to- 
gether. “If the top guy changes, we start a 
new track record,” says Joseph Nicholas, 
the head of Hedge Fund Research, a pro- 
vider of indices for hedge funds. 

Against the American trend, a few Brit- 
ish firms have worked out a way of keep- 
ing hedge-fund managers and less exotic 
breeds under the same roof. “Gartmore 
and Henderson are an example of how to 
do it,” says Iain Jenkins at HedgeFund 
Intelligence. Gartmore, one of the pio- 
neers of hedge funds in Europe, now runs 
an entire stable. Roger Guy, the star who 
runs the $1.3 billion AlphaGen Capella 
fund, has been with the firm for years. 

Lazard, alas, did not keep its money- 
makers happy, and has become, unwill- 
ingly, a sort of hedge-fund incubator. The 
blow-up at LAM will probably spawn at 
least three new businesses. Mr Parker, Mr 
Higgo and Mark Pollard, another Lazard 
graduate, are setting up Jura Capital in Lon- 
don. Mr von Mueffling and Mr Cope will 
probably build a business once their gar- 
dening leave ends. Ditto Mr Guest. Now 
Mr von Mueffling and his pals are on their 
own, their successes—and failures—will 
certainly be of their own making. 8 


Correction: In our special report on insurance in the 
March 8th issue we said that Zurich Financial Services 
sold its North American operations last year, In fact, 
Zurich only soid its business in Canada. Sorry. 
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Economics focus | 


Countries joining the EU next year face a tricky path to the euro 


VEN as they try to persuade their citizens to vote for member- 

ship of the European Union, the governments of the ten, 
mostly ex-communist, countries invited to join the EU in May 
2004 are preparing for their next big challenge: adopting the 
euro. Many are eager to join, so as to reap the benefits of elimi- 
nating currency risk, lower interest rates than they now enjoy 
and (they fondly hope) faster economic growth. 

In theory, the question is not if, but when, these countries 
will join the euro: unlike Britain and Denmark, which are in the 
EU but not the single currency, they have no Maastricht treaty 
“opt-out”. They are supposed to meet the same entry conditions 
as those set for the 12 current members of the euro area. As well 
as low inflation and long-term interest rates, budget deficits be- 
low 3% of Gp» and government debt below 60% of Gpp, that 
means they should spend at least two years in the EU’s ex- 
change-rate mechanism, ERM2, keeping their currencies within 
a 15% band either side of a central rate against the euro. 

In practice, things may prove a lot fuzzier. The entry condi- 
tions, notably on debt and exchange rates, were fudged for some 
of the existing members. Several have since proved unable to 
keep their budget deficits below 3% of Gpr. Few expect Britain, 
should it decide to join, to spend a preparatory two years in 
ERM2. Accession countries may thus be cut some slack. And 
should the Eu's new members become reluctant to join, they 
cannot be forced to. Sweden, an EU member with no opt-out, 
has stayed out, though it will hold a referendum this September. 

Financial markets expect the new members to join, although 
not before 2007. Spreads over German government-bond yields 
have tumbled (see chart). On some entry criteria, the hopefuls 


are in good shape: for instance, inflation is lower, in most of 


them, than it was in Italy, Spain or Greece a few years before they 
entered the euro. Against that, many have big budget deficits: 
over 5% of GDP in Poland, more in Hungary. Pressing too fast to- 
wards 3% might reduce the growth of national incomes that are 
still far below Eu levels. 

The European Commission and the European Central Bank 
(ECB) have urged the candidates not to rush into the euro, but to 
concentrate on structural reforms. They also think it essential 
that the EU’s new members spend the prescribed minimum of 
two years in ERM2. Some policymakers in the region, and some 
academics, disagree. They see the regime as an outdated, booby- 





he perils of convergence 


trapped framework that could trigger a currency crisis in central 
and eastern Europe. The turmoil in January in Hungary's ex- 
change-rate system—in which the forint moves in the same band 
as it would in ERM2—bears this out. The central bank had to cut 
interest rates, at some cost to its inflation-fighting credentials, to 
stop the forint bursting through its upper limit. 

Among ERM2’s critics are the authors of a report", originally 
written for the commission but published last month by the 
Centre for Economic Policy Research in London. The authors 
claim that the obligation to participate in ERM2 after the disman- 
tling of all remaining capital controls on entering the Eu will 
plunge the candidates into "an interim period [of] enhanced vul- 
nerability before the safety of monetary union." They rattle off a 
list of the currency crises of the 1990s, from upheavals in the 
forerunner of ERM2 to later crises in East Asia and Latin America. 
These forced several countries to jettison soft exchange-rate pegs, 
of which ERM2 is an example, in favour of either harder pegs 
(monetary union or currency boards) or fully floating exchange 
rates. If ERM2 came unstuck, it might not make countries ready 
for the euro, but rather delay their entry indefinitely. 


Fighting Balassa-Samuelson 
One problem is that accession countries can expect large capital 
inflows as investors bet on their convergence with the rest of Eu- 
rope. This is likely to put upward pressure on exchange rates. But 
the inflows might then be reversed, sending the exchange rate 
down again. There is also the Balassa-Samuelson effect, which 
causes the real exchange rates of fast-growing countries to appre- 
ciate. Faster productivity growth in the tradable-goods sector 
leads to higher wages. Wages in the non-tradable sector then in- 
crease too, pushing up prices. The result is either a rising ex- 
change rate—testing the limits of ERM2-or rising inflation, which 
would conflict with another condition of euro membership. The 
authors say that the Balassa-Samuelson effect has raised real ex- 
change rates by perhaps 2% a year. These rates have strength- 
ened, on average, in recent years, but have also fluctuated. 

Granted, once inside ERM2 applicants may call on the fire- 
power of the ECB to fend off speculative attacks and keep their 
exchange rates inside the set limits. But rather than test ERM2’s 
robustness, the authors suggest that unilateral adoption of the 
euro (euroisation), without joining the euro area, might be a bet- 
ter bet. Many “closet unilateralists" in the region's central banks 
deride the ERM2 requirement, given the special treatment ac- 
corded to Italy and Finland, which were allowed to join the euro 
before spending two years in ERM2's predecessor. Both the com- 
mission and the gcs dislike the idea of euroisation, but the au- 
thors think their objections are overstated. 

For some countries, such as Estonia, which has a currency 
board backed by the euro, such a quick transition may make 


sense. For others, ERM2 may be an invitation for markets to make - 
mischief—especially if they believe that the central parity is not 


sustainable. Given the capital inflows (and maybe outflows) that 
these countries can expect, and given the likely upward pressure 
on their real exchange rates as they get richer, the best course for 
some might be neither unilateral euroisation nor ERM2, butto let 
the exchange rate float-ie, to wait and see. m 
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* “Sustainable Regimes of Capital Movements in Accession Countries”, by D. Begg, B. 
Eichengreen, L. Halpern, J. von Hagen and C. Wyplosz. Centre for Economic Policy 
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Illegal drugs 


Just say maybe 


For an example of how not to make good health policy, consider the international 


debate on drugs 


OW should the world control the 
trade in and use of illicit drugs? As an 
issue of science and health policy, few 
questions matter more. In 1998 the United 
Nations General Assembly held a special 
session in New York which pledged the 
“elimination or significant reduction” of 
drug production and use within ten years. 
An evaluation of the targets set at that 
meeting takes place in Vienna this month, 
at a special ministerial session of the Un- 
ited Nations Commission on Narcotic 
Drugs. This gathering will hear that the 
world is no closer to meeting its goals than 
it was five years ago. But instead of asking 
such questions as whether the whole pro- 
jectmay be misguided, the meeting will al- 
most certainly decide to redouble interna- 
tional efforts to achieve the unachievable. 
The framework for global drug policies 
is set by three UN conventions, dating from 
1961, 1971 and 1988. Between them, these 
conventions set rules prohibiting, in al- 
most any circumstances, the production, 
manufacture, trade, use or possession of 
potentially harmful plant-based and syn- 
thetic non-medical drugs, other than to- 
bacco and alcohol. Crucially, these con- 
ventions go far beyond the bounds of most 
international treaties in the extent to 
which they dictate signatories’ domestic 
policies as well as international relations. 
For example, the 1988 convention insists 
that signatories pass legislation to make 


the possession of drugs for personal con- 
sumption a criminal offence. That means 
they are, on the face of it, prevented from 
experimenting with the idea that con- 
trolled, permitted use may be less harmful 
than the side-effects of prohibition. 

Plenty of non-governmental organisa- 
tions (NGOs) and even some government 
ministers (in private, at least) now recog- 
nise that these treaties and the policies 
they encourage are the wrong way to 
tackle drug abuse. Unfortunately, those ar- 
guments look unlikely to make any head- 
way in Vienna. 


Turned off 

The arguments for a different approach 
have grown stronger, not weaker, since 
1998. The failure of the current policy has 
become much clearer. There is no sign that 
government intervention has cut supply, 
although it may sometimes divertit. For in- 


stance, the opium crop fell sharply in Af- 


ghanistan in 2001, under the Taliban gov- 
ernment, but it rebounded last year after 
the American invasion (see chart). Mean- 
while, according to Francisco Thoumi, a 
member of Colombia’s Academy of Econ- 
omic Sciences, Colombia’s aggressive poli- 
cies, aimed at wiping out the coca crop, 
have merely led to an increase in planting 
in Bolivia, where a coca grower almost 
won the recent presidential election, and 
in Peru. There is, says Dr Thoumi, no evi- 
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dence of a decline in the availability of co- 
caine in the United States. Instead, the 
drug's purity seems to have increased. 

There is plenty of evidence of broader 
failure too. The UN's meeting in 1998 set no 
benchmarks by which to judge progress. 
Success is judged by which programmes 
are in place, rather than by what they 
achieve. Thus a country that has plans to 
eradicate illicit crops can tick the appropri- 
ate box, even if the plan eradicates noth- 
ing. (And according to Anthony White, a 
British drug analyst, many countries have 
not even bothered to say which boxes they 
have ticked.) Back in the real world, the 
numbers tell a different story. Some re- 
cently released American figures show 
that more land in Latin America was 
planted with coca in 2002 than in 1998. Fig- 
ures from the UN’s Office on Drugs and 
Crime (ODC) show the retail price of her- 
oin falling in the European Union (see 
chart overleaf). The use of Ecstasy among 
American and Canadian high-school stu- 
dents is rising. And so on. 

In the light of this, a few governments— 


mainly European, but also those of Can- » 


1 Shooting up 
Opium production in Afghanistan, tonnes, ‘000 
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> ada and Australia—are getting fed up with 
the treaties’ emphasis on zero tolerance. In- 
stead of prohibition, they are keen to em- 
phasise “harm reduction”: to accept that 
drug-taking cannot be prevented, and in- 
stead to concentrate on reducing its conse- 
quences for health and crime. 

The relentless rise of AIDS in intrave- 
nous drug users has been an important 
spurtothis change of attitude. Switzerland 
has set up centres where heroin users can 
receive daily doses, together with medical 
treatment, and has seen drug-related 
deaths and crime diminish as a result. Brit- 
ain may return to prescribing heroin to us- 
ers, asit did until 35 years ago. 

Britain has also skirted the intent of the 
treaties by deciding, as an experiment in 
part of London, not to enforce the law ban- 
ning the possession of cannabis when an 
individual is carrying that drug for per- 
sonal consumption. Jamaica, Spain and 
Portugal have gone further, extending such 
experiments to the whole country. And 
the Netherlands haslong been noted for its 
tolerance of soft drugs. 

So there is a case for considering 
change, and for allowing a coalition of the 
willing to experiment. Unfortunately, that 
is unlikely to cut much ice in Vienna. The 
main reason is the powerful anti-change 
lobby, led by the United States, whose atti- 
tudes and actions sometimes take on the 
ferocity of a medieval witch hunt. 


Tuned out 

The "no-change" lobby's watchdogs are 
the two bodies that actually manage the 
treaties: the opc, which administers 
them, and the International Narcotics 
Control Board (Ncs), which monitors 
breaches of them. In its annual report, 
published in February, the INCB attacked 
the "crusade" to encourage harm reduc- 
tion. It singled out Britain's approach to 
cannabis for special condemnation. The 
INCB did this despite having recently re- 
ceived legal advice from the opc that 
harm-reduction approaches might con- 
form with the UN treaties. The INCB attack 
drew a furious retort from Bob Ainsworth, 
a British minister, who complained about 
“the alarmist language used, the absence 
of any reference to the scientific evidence 
on which that decision was based, and the 
misleading way in which the decision was 
presented by the INC". 

As for the opc, its culture is inherited 
from the UN International Drug Control 
Programme (UNDCP), which it recently 
swallowed. That body was a byword for 
bad management and internal strife. Two 


years ago, one of its senior staff described 


it as a "snake pit" (and then left). Pino Ar- 
lacchi, its last executive director, was eased 
out after an auditors' report exposed seri- 
ous mismanagement, and a lot of other 
top staff have either departed in despair or 
been pushed out. In one of several articles 





on the forthcoming meeting in the latest is- 
sue of the International Journal of Drug Pol- 
icy, Cindy Fazey of Liverpool University, 
in England, describes the power wielded 
over the organisation by the main donors, 
especially the United States. In her time, 
she says, “punishment postings were not 
infrequent, to places such as Yangon, 
Myanmar; Lagos, Nigeria; Dakar, Sene- 
gal...the result is that many UNDCP staff 
are in constant fear of their jobs." 

The opc now has a new director, Ant- 
onio Costa, a former secretary-general of 
the European Bank for Reconstruction and 
Development. So things may change. But 
whatever the international agencies think, 
plenty of countries that have signed the 
three conventions are vehemently op- 
posed to any liberalisation. 

America is easily the most powerful of 
these. Under the presidency of George 
Bush, says Ethan Nadelmann, executive di- 
rector of the Drug Policy Alliance, an 
American lobbying group, prospects for 
even modest reform are bleaker than they 
were under his father's presidency. Amer- 
ica has the power to make life miserable 
for any developing country that does not 
share its enthusiasm for suppressing 
drugs, and does not hesitate to use it. 

America is not alone, though. Islamic 
countries share its hostility even to the le- 
galisation of cannabis, as do Russia, China 
and Japan. Even within the European Un- 
ion, member states are split in ways that 
have made it impossible for the organisa- 
tion to form a common ministerial view. 
Spain, Portugal and the Netherlands may 
be liberal, but Sweden has long backed 
zero tolerance. The governments of Italy, 
Ireland and France are also tough-minded. 
Jacques Chirac, in particular, is an old anti- 
drug warrior. 

In early March Greece, which currently 
holds the Eu presidency, called a confer- 
ence to discuss EU views in advance of the 
Vienna meeting. It was composed of a 


mixture of national representatives, free- 


floating experts and NGOs. The confer- 
ence, at which rationality mainly pre- 
vailed over ideology and rhetoric, ended 
in anger. The French delegation savaged 


the Greek hosts for daring to allow govern- 
ment delegations to mix with liberal opin- 
ions, and for producing a conference re- 
port that recorded both doubt and debate. 
That bodes ill for Vienna. 










Dropped in? 2. 
It is just possible, though, that de 
can be broken. One striking change si 
1998, notes Mike Trace, Britain's fo 
deputy drug tsar, is that NGOs have begt 
to moderate their demands. Five years ago, 
these lobbyists clamoured for an end to all 


restrictions on drug use and trade, encour: ^" 


aging defensiveness on the other side. 
Now, the debate has become more sophis- 
ticated, with the lobbyists willing to ex- 
plore other, more flexible, approaches. 
One possibility, suggests Martin 
Jelsma, of the Transnational Institute, a 
Dutch think-tank, is the creation of an in- 
formal alliance of countries keen on more 
flexibility. Three groups might come to- 
gether: Commonwealth countries such as 
Britain and Canada that want a pragmatic 
approach to cannabis; European countries 
such as Germany and Switzerland that are 
keen on harm reduction and open debate; 
and Latin American countries such as Bra- 
zil and Bolivia which are desperate for a 
better way to deal with the curse of co- 
caine. But sooner or later, such an alliance 
would still have to deal with the conven- 
tions. These have been signed by well over 
100 countries, and cannot lightly be al- 
tered or set aside. The path to a rational 
drug policy is likely to be along one. m - 


Quantum computers 


Dream code 


Programming languages for quantum _ 
computers are now being written — . 


HERE are times when putting the cart... 


before the horse is actually sensible. v. i 
Quantum computers, which rely onthear- = 
cana of quantum mechanics to do many. 


computations in parallel, are a long way 
from actually being useful. But researchers 
are already trying to work out how to 
write programs for these almost non-exis- 
tent devices, in the belief that learning 
how to do so might help engineers to de- 
sign the computers in useful ways. A paper 
by Stefano Bettelli of Paul Sabatier Univer- 
sity in Toulouse, France, and his col- 
leagues, which has just been accepted by 
the European Physical Journal, describes 
the latest effort to come up with a quan- 
tum programming language. 

The basis for existing "classical" com- 
puters is the binary digit, or "bit", which 
can have a value of either o or 1. In a quan- » 
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> tum computer, bits are replaced by “qu- 
bits” which are in a “superposition” of 
states—partially o and partially 1. It is this 
superposition that allows calculations to 
be performed in parallel. Measuring the 
value of a qubit causes it to collapse into 
one of the two classical bits, o or 1. In a 
well-organised quantum computation, 
that should not happen until it becomes 
necessary to find out what one of the val- 
ues actually is. 

That, at least, is the principle. Convert- 
ing it into practice will be tricky. Dr Bettelli 
and his colleagues have, nevertheless, 
tried. The key elements of their language 
are things called quantum registers and 
quantum operators. The quantum regis- 
ters are ways for a program to interact with 
specific qubits. They act as "pointers" to 
the locations of qubits within a machine. 
Those qubits can then be manipulated by 
the program. 

The manipulation itself is done by the 
quantum operators. These are the equiva- 
lent of the logical operators, such as “and”, 
"not" and "or", that are the basis of classi- 
cal programming (in which an instruction 
might say "when A or B and not C are true, 
do D"). Quantum operators rely on what 
are known as unitary transformations (the 
origin of the name is buried in the algebra 
of matrices). The trick is to find a way to de- 
scribe, in a manner useful to computer sci- 
entists, the unitary transformations that 
underlie a program. Dr Bettelli has man- 
aged to do it using object-oriented pro- 
gramming-long a buzzword among soft- 
ware developers. 

Object-oriented programming works 
by combining both commands and data 
into individual bundles known as objects. 
These objects can be used to bridge the gap 
between the classical and quantum 
worlds. Because a working quantum com- 
puter is likely to be a specialised portion of 
a larger classical computer, any successful 
language will have to be able to handle 
registers and operators in ways that allow 
them to be integrated with old-fashioned 
classical computations. Representing a un- 
itary transformation as an object makes it 
fairly simple to translate programming di- 
rectives at the classical level into physical 
control instructions at the quantum level. 
Dr Bettelli's language should do this. 

It is still early days, clearly. But it is 
worth recalling that much of the past half- 
century's progress in classical computing 
was both predicted and made possible by 
such prescient theorists as Alan Turing and 
John von Neumann. Although program- 
ming languages may change a great deal 
before usable quantum computers can be 
built, it is worth constructing the theoreti- 
cal underpinnings now. Quantum pro- 
grammers would do well to heed the 
words of Dwight Eisenhower: “I have al- 
ways found that plans are useless, but 
planning is indispensable." m 


Forensic science 


Don't rain on my 
parade 


Another strong reason to distrust 
identity parades 


HE value of identity parades is ques- 

tionable. For a start, the number of peo- 
ple in a normal line-up means that the 
chance of picking the suspect by chance is 
a lot higher than a statistician would con- 
sider safe for any scientific test. Then there 
is the question of whom itis meaningful to 
put in a parade besides the suspect. But 
most dangerous of all is the risk that a wit- 
ness may be “led” into a choice by remarks, 
whether chance or deliberate, by some- 
body involved in conducting a parade. 

This last risk, at least, is well recognised. 
But there is a widespread assumption that, 
an identification having been made froma 
parade, subsequent banter can do little 
harm. Notso. According to Gary Wells and 
his colleagues at lowa State University, 
even remarks made two days after an iden- 
tity parade might compromise a witness’s 
eventual reliability in court. 

Dr Wells’s research, just published in 
the Journal of Experimental Psychology, 
took more than 250 subjects and showed 
them a video of what appeared to be a ter- 
rorist planting a bomb. At one point, the 
camera focused in so that the man’s face 
was clearly visible. The subjects were then 
shown a photographic line-up of six peo- 
ple who looked similar to the "bomber". In 
fact, none of these photos actually was of 
the bomber. Nevertheless, with a bit of en- 
couragement to make some sort of choice, 
every one of the subjects identified one of 
the pictures as being of the bomber-itself 
an observation that raises questions. 


Who dunnit? 
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Having made a choice, the subjects 
were assigned at random to one of a num- 
ber of groups, each of which was treated 
differently. Dr Wells wanted to find out 
both the effects of feedback, and how they 
changed depending on whenthe feedback 
was given. The three sorts of feedback 
were: none at all; a confirmation that the 
subject had picked the correct individual; 
or an observation that the wrong individ- 
ual had been picked. This feedback might 
be given either immediately, or at a second 
session which took place 48 hours later. 
The subjects were also asked (again, either 
immediately, or after 48 hours) a series of 
questions about how confident they were 
in their choice, how good a view they had 
had of the incident, how much attention 
they had paid, and so on. 

Dr Wells expected, from previous re- 
sults, that those who had immediate con- 
firmation that they had picked the suspect 
would be more confident about their deci- 
sion than those who had not. He was not 
disappointed in this expectation. The new 
and worrying result was that exactly the 
same thing happened even when the first 
"confirmation" that a subject had chosen 
correctly happened 48 hours after the 
identity parade. That, if it is confirmed by 
subsequent research, has great implica- 
tions for the reliability of witnesses in 
trials, sinceitis easy to design codes of con- 
duct that prevent immediate feedback, but 
harder to devise ways of stopping details 
slipping out later. 

This matters because research has 
shown that, in America at least, it is not 
only the fact that a witness picked out a 
suspect in an identity parade that matters 
in court. The confidence with which the 
witness defends the choice under cross- 
examination sways verdicts. Identity pa- 
rades have long looked unsatisfactory as 
material evidence. This result is another 
reason to question them. I 
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Soviet Russia 


Worked to death 


Is there a moral equivalence between Hitler’s concentration camps and the Russian 
Gulag? A new book looks at the singular history of Stalin’s labour camps 


N POST-COMMUNIST Prague you can 

buy Soviet mementoes: red stars, ham- 
mers and sickles, portraits of Lenin. So at 
least Anne Applebaum discovered one 
day while crossing the Charles Bridge. She 
reflected that selling swastikas and por- 
traits of Hitler would rightly be considered 
an outrage. What was the difference? Why 
does western public opinion seem so in- 
different towards the legacy of the Soviet 
concentration camps while continuing to 
regard the Nazi ones with justified abhor- 
rence? This question was one of the im- 
pulses that led her to write the history of 
the Gulag. 

The two penal systems were similar in 
their end result: millions of deaths. But 
there were many differences in their ori- 
gin, purpose and way of operating. The 
first Soviet camp, the former Solovki mon- 
astery on islands in the White Sea, was ini- 
tially conceived as a remote place where 
the Reds’ enemies could be isolated. Only 
gradually were its inmates compelled to 
engage in productive labour, felling trees 
and building roads. Then, as the Soviet Un- 
ion launched a crash programme of indus- 
trialisation in the late 1920s, the planners 
decided that forced labourers could use- 
fully be made to open up remote and for- 
bidding areas of the country, where free 
workers would not settle. In short, they 
could become part of the planned econ- 
omy. So coalfields were developed at Vor- 
kuta, in the Komi Republic in the arctic 


Gulag: A History. By Anne Applebaum. Dou- 
bleday; 736 pages; $35. To be published in 
Britain by Penguin/Allen Lane in May 2003 


north of European Russia. In the Far East, 
the Dalstroi camp complex exploited the 
gold and platinum deposits of the Kolyma 
region. 

The archives demonstrate that Stalin 
and the Politburo paid regular close atten- 
tion to both, in particular to Dalstroi, 
whose gold was vitally needed to finance 
the import of western technology during 
the industrialisation drive. The records 
show them discussing it in the accoun- 
tant's bland language of input, output and 
profit, paying no attention to human cost. 

By the 1930s the human cost could be 
ignored because the labour camp inmates, 
or zeki, were branded as enemies of the 
people—it was an offence to call them com- 
rades—and were therefore expendable. 
Mass murder was not actually an aim of 
the system, as it was in Nazi Germany, but 
the imperatives of forced industrialisation, 
combined with the stigmatisation of those 
arrested, made it possible to impose inhu- 
man work conditions which invariably 
killed many. 

The only way to motivate convicts with 
no prospect of early release was to feed 
well those who worked hard. Those who 
failed to fulfil their targets had their rations 
cut; weakened by inadequate nutrition, 
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they fell even further behind, and the re- 
sultant vicious circle was a death sentence 
in all but name. In time, the Soviet leaders 
realised that, even in a populous country, 
such heedless consumption of human re- 
sources was damaging. From 1939, when 
Stalin's chief of the secret police, Lavrenti 
Beria, was put in charge of the Gulag em- 
pire, the zeki were given adequate food 
and medical care when possible, not out 
of humanity, but because healthy workers 
were more productive than sick ones. 

Ms Applebaum, who covered eastern 
Europe for The Economist during the col- 
lapse of Soviet-run communism, devotes 
an effective chapter to the camp guards. 
Most of them behaved with appalling cal- 
lousness to their charges, especially in the 
cattle trucks used for rail transports and in 
the convict ships of the Far East. What ex- 
plains their behaviour? They were not all 
sadists, but they were poorly educated and 
some had been criminals. They belonged, 
for the most part, to the lowest rung of the 
NKVD, a forerunner of the KGB, and lived 
in conditions only slightly better than 
those of the zeki themselves. 

Years of state propaganda had taught 
them that the zeki were not fully human: 
the term “sub-human” was not used, as it 
was by the Nazis, but “enemy of the peo- 
ple” was intended to be almost as demean- 
ing, and was combined in propaganda 
with terms like “vermin”, “filth” and “poi- 
sonous weeds”. To treat prisoners well 
meant performing duties conscientiously, 
taking trouble, sometimes intervening to 
restrain criminal thugs—and most of the 
guards saw no point in thus exerting them- 
selves for charges whom they regarded as 
worthless. It is as well to ponder this dehu- 
manisation of ordinary people, for this is 
how atrocities come about. 

Ms Applebaum has some distin- 
guished predecessors in writing the his- 
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Diet 


Grandma was right 


Eat to Live: The Revolutionary Formula 
for Fast and Sustained Weight Loss. By 
Joel Fuhrman. Little Brown; 224 pages; 
$23.95. Piatkus Books; £6.99 


UPPOSE you are a fat New Yorker. 

Suppose, furthermore, that you are 
increasingly susceptible to heart disease 
and you have to get the pounds off. Time 
is not on your side, and there are more 
than 25,000 diet books in print. Where 
do you go to find dependable counsel? 
The man you need, many cardiac spe- 
cialists will tell you, is a New Jersey doc- 
tor named Joel Fuhrman who 
specialises in nutrition. 

Dr Fuhrman dislikes what he regards 
as faddish regimes: Barry Sears’s “zone 
diet”, Dr Atkins’s low-carb solution and 
James D'Adamo's controversial advice 
for people with different blood groups. 
Nor is he a fan of the UsDA diet recom- 
mendations that, he says, have created 
the paradox of a population that is over- 
fed but undernourished. 

The pitfall of most diets, Dr Fuhrman 
argues, is that they tend to regulate 
macronutrients—proteins, fats and car- 
bohydrates. The focus of "Eat to Live" is 
on micronutrients—vitamins, minerals, 


> tory of the Gulag system, notably Robert 
Conquest and Alexander Solzhenitsyn. 
She can well stand comparison with them, 
and in some respects supersedes them. 
She takes the story right up to the end of 
the Soviet period, and she has made good 
use of published material and archives 
which have become available only in the 
last ten years or so. They include those of 
Memorial, the association set up in the late 
1990s to retrieve and make known the full 
truth about the Soviet penal system and its 
victims. Some of her most interesting 
sources, though, come from the state ar- 
chives, notably the long and detailed re- 
ports of the NKVD's Gulag Inspectorate of 
the 1930s and 1940s. These were as frank 
as Mr Solzhenitsyn was to be decades later 
in the "The Gulag Archipelago" in reveal- 
ing the deficiencies and abuses rife within 
the system, and they recommended ways 
to curtail them, in the interests of higher 
productivity. Usually nothing effective 
was done at the time, but those reports left 
a rich resource for the historian. 

"Gulag" is lucid and well-researched, 
and its moral message is clear without 
being obtrusive. It should become the 
standard history of one of the greatest 
evils of the 20th century. m 


antioxidants and phytochemicals that 
promote health. The goal of a healthy 
diet, he says, is to get the most micro- 
nutrients from the fewest calories. 

Dr Fuhrman suggests almost elimi- 
nating fats and starches in favour of 
greens, beans and fruit. His regime even 
works if you don't do a lot of exercise. 
This reviewer, who has become some- 
thing of an expert on diets over the 
years, lost ten pounds (4.5 kilos) in one 
month; the norm, Dr Fuhrman claims, is 
15. Empty calories from soft drinks, dairy 
products, meat and starches or processed 
foods with little to no micronutrition are 
easily converted to fat and extra pound- 
age. So-called "2 percent" milk claims to 
be a diet food, but 35% of its calories 
come from fat. On the other hand, green 
vegetables are an excellent source of pro- 
tein as well as antioxidants that reduce 
risk of cancer and heart disease. By 
weight, the amount of protein they con- 
tain is insignificant, but in terms of calo- 
ries broccoli is 45% protein, while a 
cheeseburger contains only 21%. 

Sit up, George Bush senior, scourge of 
broccoli. Without the protein in greens, 
how else could your Texan cattle de- 
velop all that tasty muscle? 


Tibet 


Flights of fancy 


Tibet, Tibet: Dreams and Memories of a Lost 


Land. By Patrick French. HarperCollins; 324 
pages; £20. To be published in America by 
Knopf in October 


"n HAVE never", wrote Basil Gould, a 
frontier official of the British empire, 
of the 14th Dalai Lama, "seen anybody as- 
sume more complete and natural control 
of great assemblies." Back in London, in 
the margins of Gould's dispatch, a col- 
league dismissed this with a scribble: 
"flight of imaginative fancy". The year was 
1940 and the boy, after all, was only five 
years old. Yet Gould was right. The Dalai 
Lama, now approaching 70, draws crowds 
second only to the pope. Born in western 
China, though exiled from there since 
1959, he is more famous than any Chinese. 
He has few critics other than China's com- 
munist government and, in the West, 
Christopher Hitchens, a pugnacious com- 
mentator. He is, as one American maga- 
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Screensaver to the stars 


zine puts it, “the coolest spiritual-leader 
daddio around". 

Thanks in big part to the Dalai Lama's 
own magnetism, the issue of Tibet, as Pat- 
rick French recounts, went in a decade 
from "being obscure to cult-fashionable to 
mainstream". Tibet's suffering has been in- 
ternationalised, but it has also been com- 
moditised. Buddhist monks preside at Hol- 
lywood fund-raisers. Westerners arrive in 
Dharamsala, home in India to the Dalai 
Lama and the optimistically named “Gov- 
ernment of Tibet in Exile”, to live out their 
own imaginative flights, in varying states 
of fancy dress. This is the export version, 
the “mind's Tibet", and for many people it 
is preferable to the real thing. Foreign ad- 
visers, one Tibetan writes, batten them- 
selves on to the Dalai Lama's court with 
the "tact and sensitivity of lampreys". 

If this appears to have done the Dalai 
Lama little material good—for instance, 
Dharamsala got nothing but the promise 
of a few computers for his appearance in 
Apple's “Think Different" advertising cam- 
paign-the spiritual leader is unconcerned. 
“Tam”, he says, “what you want me to be. I 
am a screen-saver for computers. I don't 
mind." But Mr French's contribution is to 
show how the West's dreams and projec- 
tions have resulted in little of benefit for Ti- 
bet itself. One Tibetan tells Mr French that 
campaigning for an independent Tibet 
may make western protesters feel good; 
but “for us, it makes life worse. It makes the 
Chinese create more controls over us." Asa 
Tibetan nun puts it: "If you stand up, you 
bump your head, if you sit down you bang 
your arse." 

Mr French, a magnificent biographer of 
Francis Younghusband and chronicler of 
India's road to independence, goes over a 


lot of the same ground recently covered by » 





» more thorough historians of Tibetan lands 
and of China’s relations with them, nota- 
bly Melvyn Goldstein and Tsering Shakya. 
His real contribution in this book, on the 
other hand, is the frank questioning of his 
own mind’s Tibet and the growing scepti- 
cism with which he looks at the Tibet 
lobby's own claims. 

It does not help the cause that much of 
the propaganda it trades with the Chinese 
communists is false. The number of Ti- 
betan deaths usually attributed to the Chi- 
nese since 1950, at 1.2m, is grossly inflated. 
During the evil of the Cultural Revolution 
after 1966— Tibet's greatest tragedy—it was 
chiefly Tibetans themselves who smashed 
their own temples and shrines, something 
the lobby glosses over. Its insistence that 
Tibet proper includes vast swathes of 
western China that were never under 


Lhasa's direct rule is surely unhelpful, as is 
the refusal to acknowledge that Tibet's rul- 
ers centuries ago abdicated responsibility 
in favour of foreign influence. Some of 
China's historical claims, asit happens, are 
not entirely groundless while those of the 
Tibetan lobby have sometimes been less 
than honest. During the course of his re- 
search Mr French resigned as a director of 
the Free Tibet Campaign. 

Above all, Mr French understands that 
any settlement of the Tibet question—and 
you might as well forget full indepen- 
dence—will not happen without a more 
confident, accountable government in 
Beijing. Until then, Tibetans working with- 
in the Chinese system have a better chance 
of safeguarding what is left of Tibetan 
identity than can any amount of righteous 
outrage in the West. # 





British naval history 


Winner takes all 


Nelson: Love & Fame. By Edgar Vincent. Yale 
University Press; 656 pages; $35 and £25 


€€TF IT be a sin to covet glory," wrote 

Horatio Nelson to Emma Hamilton in 
February 1800, misquoting Shakespeare's 
"Henry V" slightly, "I am the most offend- 
ing soul alive." The middle child of a large 
family, who lost his mother when he was 
nine, Nelson so craved recognition and 
fame that he was prepared to sacrifice his 
limbs, his health and ultimately his life to 
win it. 

As we approach the bicentenary of his 
death at the Battle of Trafalgar on October 
21st 1805, there are many signs that his 
fame is as strong as ever. Nelson would 
have been delighted that he was voted on 
BBC television as one of the ten "Great 
Britons" and flattered to share the honour 
with two former members of the royal 
family. An assiduous promoter of his own 
public image, he would have relished the 
excitement when staff at Britain's National 
Maritime Museum recently unearthed a 
sketch, roughly drawn in his own hand 
that demonstrated the tactics he intended 
to use in his next battle. Never one to un- 
dervalue himself, he would certainly have 
appreciated the fleet of new biographies 
that are due as we approach 2005. 

Edgar Vincent's is the latest of these 
vessels to take to the water. Nelson's fame 
and his lifelong quest for it is one of his 
main themes. With over 600 pages of 
good-quality paper, his is a massive three- 
decked battleship of a book, in general 
handsomely produced, but let down by 
some poorly designed colour plates, in- 
cluding a number of reversed images. Mr 
Vincent's text is an eloquent retelling of 
the familiar story: especially strong on 
psychological insights and illuminated by 
passages of vivid writing. The evocation 
of the horror of the sudden destruction of 
the French flagship L'Orient at the Battle of 
the Nile is particularly well done. Less 
happy are his frequent forays into in- 
vented speech, as when Nelson, approv- 
ing Lieutenant Pasco's amendment to his 
famous Trafalgar signal, suddenly starts 
speaking like Captain Picard of the Star- 
ship Enterprise: "Make it so". 

Mr Vincent's other major theme is Nel- 
son's attractiveness. He wants his readers 
to understand how Nelson achieved his 
remarkable feats of leadership and why so 
many of those who came into contact 
with him loved him. While giving just 
weight to Nelson's faults, he nonetheless 
creates a persuasive image of a charis- 


matic man who genuinely cared for peo- + 
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* ple. As such, his book is a useful counter- 
balance to Terry Coleman's "The Nelson 
Touch" (Oxford University Press, 2002), 
which portrayed Nelson essentially as a 
ruthless killing machine. 

The publishers claim that the book is 
based on extensive research in primary 
sources. However, the footnotes reveal 
that Mr Vincent has in fact drawn his mate- 
rial predominantly from the heavily edited 
Victorian editions of Nelson's correspon- 
dence, rather than from original manu- 
script sources. It would appear, too, that he 
was not aware of the large body of fasci- 
nating new material that is currently being 


Cai Guo-Qianq's installation art 


Playing with fire 


GHENT, BELGIUM 


unearthed by Nelson scholars in archives 
in Britain and in America, and which is 
bringing some intriguing light and shade 
into aspects of the traditional story. 

As a result, this is not a book with star- 
tling new revelations. It relies for much of 
its effect on its author's personal insights, 
based on a lifetime's study of his hero. We 
must look to future biographers for the 
deeper analysis and revised narratives 
that the emerging new material demands. 
But in the meantime, we can enjoy Mr 
Vincent's passionate, and unashamedly 
partisan, celebration of Nelson's life and 
career. M 


Firework chaos theory from a latterday Prospero 


T IS unusual for an exhibition to open 

with the audience being evacuated and 
firemen rushing in-even in the weird 
world of contemporary art. Men in hard 
hats are the only eyewitnesses when Cai 
Guo-Qiang lights his massive gunpowder 
portrait of the founding director of Ghent's 
contemporary art museum where this 
event takes place. Crowds, including the 
director himself, watch on an outdoor 
video monitor as his face goes up in 
flames. Afterwards Mr Cai and his assis- 
tants damp out the fire using long poles 
tipped with sponges, and then smudge the 
lines of ash so that the portrait looks like a 
huge charcoal drawing on the wall of the 
museum 's reception hall. 

Back inside, there is an indoor river, a 
nude woman bathing in a suspended glass 
"sky bath" and a mini-rollercoaster, all 
part of a Cai retrospective in Ghent, a half- 
hour train journey from Brussels. Too 
much fun to be art? Perhaps, but Mr Cai 
wants viewers to do more than look-they 
must participate. In yak-skin boats, they 
float down the river that he has fashioned 
from bamboo and fibreglass. Above them 
hang sculptures from the past decade of 
his career. Upstairs, Mr Cai has built a mini 
rollercoaster in a cavernous gallery, on 
whose ceiling is painted Mr Cai's history 
of Belgian art—images from the city's fam- 
ous Ghent altarpiece and iconic works by 
Magritte and Broodthaers. Riding along, 
viewers are suspended between the 
ground and an art-filled sky. The roller- 
coaster places them at the centre—between 
heaven and earth, chaos and control. 


Cai Guo-Qiang, "An Arbitrary History", Stedelijk 
Museum voor Actuele Kunst (SMAK), Ghent, until June 
1st. Cataloque published by Seuil, €25 


Mr Cai's intention is to connect people 
with the cosmos. Nothing expresses this 
better than his trademark explosion 
events. The momentary chaos and cre- 
ative destruction of explosions have long 
fascinated him. Ten years ago, he extended 
the Great Wall of China by ten km with a 
wall of fiery explosions visible from space, 
entitled “Project for Extraterrestrials No. 
10." The performance pictured below is at 
Kyoto city hall, and it appears in a new 
book, *Cai Guo-Qiang" (Phaidon). Like a 
modern-day Prospero, Mr Cai uses gun- 
powder to harness the elements. His ex- 
plosions tap into a primordial human at- 
tachment to fire and to what he sees as our 
genetic memories of the Big Bang. 

Based in Manhattan since 1995, Mr Cai 
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was born in 1957 in Quanzhou, a coastal 
town in eastern China, where he grew up 
to the sound of gunfire across the Straits of 
Taiwan. Gunpowder, historically, was 
used as a means of communication. Fire- 
works in China announce births, mar- 
riages and deaths, and were once thought 
to deter evil spirits. The Chinese word 
translates as "fire medicine"; an alchemist 
invented it accidentally while concocting a 
health cure. "Now we turn on our televi- 
sion sets every morning and see its more 
destructive use. I keep thinking how simi- 
lar the bombs in Iraq look to my art. It's not 
the fault of the medium, it's the intention." 

The son of a calligrapher, Mr Cai 
wanted to be an artist but chose to study 
drama because Chinese art schools taught 
only propaganda painting. Once there, he 
was drawn to the theatricality of produc- 
tions. "Chinese theatre taught me to con- 
sider how the audience perceives my 
work. Theatre always takes different forms 
depending on the script. That's the way 1 
see my art. It's not about a particular style. 
It's about an attitude." 

The most moving work in Ghent is a 
video montage of mushroom clouds 
above a sandpit filled with crabs. Protected 
by water, crabs were the only creatures to 
survive Hiroshima. Mr Cai sees the mush- 
room as the modern equivalent of the 
Great Wall. “Both were deterrents; both 
were stunning, visible symbols of power". 
Mr Cai conceived this show long before 
the Iraq war, but he is worried by the idea 
of smart bombs. Explosions create chaos. 
They are by nature uncontrollable; that is 
what attracts him to them as an artist. "No 
matter how carefully you prepare an ex- 
plosion,” he says, “when the elements of 
heat, wind, speed and height combine, ex- 
plosions are still unpredictable. Nothing 
ever turns out the way you expect, which 
is ideal in art but perhaps notin war." m 





Obituary 


Rem Krasilnikov 





Rem Krasilnikov, Soviet spycatcher, died on March 16th, aged 76 


T WAS a good name, was Rem, for a loyal 

servant of the Soviet Union to have, an 
acronym of mirovaya revolyutsiya, or 
“world revolution”. In 1927, when Rem 
Krasilnikov was born, the memory of the 
Russian revolution was still fresh enough 
in the minds of parents for them to want to 
commemorate it in the names of their chil- 
dren, rather as numerous Winstons were 
born in Britain after the second world war. 
Rem's father was an officer in the NKVD, a 
Soviet security organisation that was a 
forerunner of the KGB, so calling his son 
Rem would be more than a sentimental 
gesture; it would have the approval of his 
superiors. And it can be assumed that Kra- 
silnikov senior, aware that security was 
tightening throughout the land, believed 
that his son's distinctive name would help 
to protect him in the difficult times ahead. 
(Later, three NKvD chiefs were shot in suc- 
cession on Stalin's orders, as well as many 
lesser officials.) 

Rem not only approved of his father's 
choice of name, he too chose the security 
service as a career. At a social gathering or- 
ganised by his department in the KGB Rem 
was attracted to a girl whose name turned 
out to be Ninel, Lenin spelt backwards. For 
the young couple, who quickly married, it 
must have seemed confirmation that des- 
tiny was shaping their lives, a belief 


deeply held by many Russians, whether or 
not Pushkin's fatalistic poetry was on the 
Soviet reading list. 

Mr Krasilnikov was given his first 
glimpse of the world beyond Russia when 
he was posted to the Russian embassy in 
Ottawa. Canada provided Russia with a 
base to view the whole of North America. 
The embassy had been embarrassed in 
1945 when Igor Gouzenko, one of its clerks, 
had defected with a pile of documents 
showing that Russia was running a spy op- 
eration under diplomatic cover. But Can- 
ada took the view that it had few military 
secrets, and accepted Russia's formal apol- 
ogy and promise not to misbehave again. 
Counterintelligence was left to the 
Mounties, famous for their horses. Mr Kra- 
silnikov travelled freely in the United 
States. In his biography he says he de- 
veloped an admiration for Americans. He 
commended the careful way that the CIA 
had set up a spy network in the Soviet Un- 
ion during the cold war, a network that Mr 
Krasilnikov was to destroy. 


Greed and loyalty 

Stalin occasionally expressed unease that 
his spies provided him with a constant 
flow of the West's most important secrets, 
such as the development of the atomic 
bomb. If there were people in America 
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and Britain willing to betray their coun- 
tries, surely there were traitors in Russia 
sending information to the enemy? His ac- 
olytes sought to assure him that all Rus- 
sians so loved Stalin that none would be- 
tray him. Stalin was unconvinced. His 
experience told him that human weak- 
nesses, such as misplaced loyalties and 
simple greed, weakened the state, what- 
ever its ideology. Stalin died in 1953, but 
his worries were shared by his successors 
and turned out to be well founded. The 
round-up and crushing of the West's spy 
network in Russia was mainly done in the 
1980s. By then Rem Krasilnikov had be- 
come head of the KGB department dealing 
with American activities in Moscow, and 
had the rank of major-general. 

Three Americans, Edward Lee Howard 
and Aldrich Ames, both employed by the 
CIA, and Robert Hanssen, an FBI em- 
ployee, turned out to be working for the 
Russians. At the trials of Mr Ames and Mr 
Hanssen it was disclosed they had been 
paid hundreds of thousands of dollars. Mr 
Howard escaped to Russia. All three men 
had provided Mr Krasilnikov with lists of 
Russians who were supplying the West 
with information. Perhaps the most im- 
portant was Adolf Tolkachev, a scientist 
who had sent information to the Ameri- 
cans that helped them to make their 
stealth aircraft and achieve superiority 
over anything flying. 

Mr Krasilnikov's team arrested every- 
one on the lists, but initially kept the ar- 
rests secret. Anyone who tried to contact 
any of those held would themselves be ar- 
rested. If the contacts were merely dip- 
lomats they were deported. Otherwise 
they would be questioned, given a formal 
trial and executed. By the end of the 1980s 
Mr Krasilnikov could claim that not a sin- 
gle C1A spy existed in the Soviet Union. It 
was an extraordinary coup. Mr Krasilni- 
kov said the lists provided by the three 
Americans had helped, but its complete- 
ness was due to his tenacity. 

In 1991 the Soviet Union broke up. Mr 
Krasilnikov retired in 1992. He predicted, 
reasonably, that spying would continue. 
"Russia will certainly not give it up," he 
said. Spying is continuing between India 
and Pakistan, between the two Koreas, be- 
tween Taiwan and China, between Israel 
and its neighbours, and so on. But spying 
as a career may have been downgraded 
now that there are no longer two super- 
powers seeking out each other's deadly se- 
crets in the struggle for world domination. 
Thriller writers, at least, are having to find 
new territory. 

Rem and Ninel had a son and a daugh- 
ter. In the 1950s, when they were born, the 
revolution had long lost its romantic lustre, 
and traditional names had returned to fa- 
vour even among officials. They called 
them Sergei and Tatiana. 8 
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Crafting success from 
uncertainty 


A senior manager must prepare to rethink business 
from the inside as well as the outside, and lead from 
today to tomorrow. The Oxford Advanced 
Management Programme changes mindsets. 


For more information, visit www.execed.oxford.edu, 
or contact Dorothy Cooke, Templeton College, 
University of Oxford, Oxford 0x1 5Ny, UK 

Tel +44 (0)1865 422776, Fax +44 (0)1865 422501, 
email info@execed.oxford.edu 


Templeton College 
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Courses 


HARVARD BUSINESS |SCHOOL 


It’s a big world. 


Somebody has to run it. 


THe TRIUM Executive MBA an alliance of 


New YORK UNIVERSITY STERN SCHOOL OF BUSINESS 
LONDON SCHOOL OF ECONOMICS AND Pi 
HEC SCHOOL OF MANAGE} 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the three 
flagship schools, plus one week each in São Paulo and 
Hong Kong. Distance learning and team projects continue 
TRIUM between class sessions. It’s visionary, 


focused and unique. Kind of like you. 


For more information, 
call +33 1 39 67 70 94 in Europe 
or +1 212 998 0442 in the United States. 





The Economist April 5th 2003 


EXECUTIVE EDUCATION 


COMPETITION AND STRATEGY 
June 1-6, 2003 


MANAGING THE SUPPLY CHAIN: 
THE GENERAL MANAGER'S PERSPECTIVE 
June 1-6, 2003 


HIGH POTENTIALS LEADERSHIP PROGRAM 
June 8-13, 2003 


CORPORATE GOVERNANCE SERIES: 


COMPENSATION COMMITTEES: 
PREPARING FOR THE 
CHALLENGES AHEAD 


June 8-10, 2003 


AUDIT COMMITTEES IN A NEW ERA 
OF GOVERNANCE 


June 10-12, 2003 


MAKING CORPORATE BOARDS 
MORE EFFECTIVE 


July 20-23, 2003 
November 30-December 3, 2003 


BUSINESS MARKETING STRATEGY 
June 15-21, 2003 


MARKETING INNOVATIVE TECHNOLOGIES 
June 18-21, 2003 


MANAGING BRAND MEANING 
June 22-26, 2003 


PROGRAM FOR MANAGEMENT 
DEVELOPMENT (PMD) 


September 14-November 14, 2003 


FOR COMPLETE INFORMATION 
E-mail: executive_education@hbs.edu 


Telephone: 1-800-HBS-5577, ext. 4145 
(outside the U.S., dial +1-617-495-6555, ext. 4145) 


Or visit our Web site at: WWW.EXED.HBS.EDU 
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Business and Government Learning Togethe 


The Centre for Management and Policy Studies (CMPS)}, part of 


the Cabinet Office, offers an exceptional range of programmes 
for senior executives from all sectors. These unique 


development opportunities enable leaders in business and the 
mast senior civil servants to build lifelong networks and hear 
from high profile speakers, including Government Ministers. 


Top Management Programme 

Our leading programme is a highly interactive, in-depth 
examination of the leadership, strategic, communications 
and delivery role of top managers. Through a series of 
simulations and live case studies (among them BP, BBC, HM 


Prisons, 3M}, this challenging programme enables participants 
to hone the skills necessary to be successful at the top of large, 


complex organisations. 


TMP 70 (Modular) 13-25 July 2003, 14 -19 September 2003, 


9 -14 November 2003 
TMP 71 5-31 October 2003 
Developing Top Management 
Focused on developing the potential of future strategic leaders 


from all sectors this programme develops leadership and personal 


effectiveness through raising self-awareness and developing a 
better understanding of people and organisational change. 


23 June - 4 July 2003 
15 -26 September 2003 
17 -28 November 2003 























The Partnership Programme | 
An interactive, modular programme built around on-site case 
studies (examples include SureStart, urban. Tegeneration | 

and education reform) designed to help senior public 

sector managers meet the challenges of re projects 
through partnerships. 


Module A 14-16 April 2003 | 
Module B case study to be confirmed — 
Module C 10-12 September 2003 


Module A 20-22 October 2003 
Module B case study to be confirmed 
Module C 8-10 March 2004 


Leaders in Partnership 

À programme designed to develop a greater understanding of 
leadership and change management issues between those 
leading different parts of the public sector, particularly: between 
those at the centre and those who deliver locally. Ha 


9-13 June 2003 
6 -10 October 2003 


For bookings, further information or to be added to our E. b 


mailing list: 


E-mail: sescustomers@cabinet-office. X; gsi. gov. uk 


Fax: 020 7276 1309 . 
Website: www.cmps. gov. uk/courses - 


Please quote reference: EC29/03 


m" Full- time í in one year 
B Designed for young managers 


7 International Executive program 


IW Open to MBA or MS graduates 
li Part-time program over two years 


W Open to DBA graduates or equivalent 
B One-on-one instruction 


e-LEARNING : ALL PROGRAMS 
148, rue de Grenelle - 75007 Paris 


Programs managed by ISM New York — 








li Part-time in one year or full-time in 9 months 
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: + 33 (0)1 45 51 09 09 - Fax: + 33 (0)1 45 51 09 08 - e-mail: infogisin-mbä.edu | 
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“| 


L Vlerick Leuven Gent J 


E Management School | 


We know where we are after half a century: 
at the forefront of management excellence. 


What keeps us there? Leading-edge research combined with practical business know-how; a continuous striving for innova- 
tion and a genuine international perspective from the very heart of Europe. 

How can you benefit? You can join: | | 

- our MBA programme (currently celebrating its 35th year in Leuven) or, 

- one of our postgraduate degree programmes in Management (running since 1959) or, 
+ one of more than 100 Executive Education programmes (first launched in 1953). 


ped a. 


FOUR — Find out more at www.vlerick.com 





MSc Insurance & Risk Management « MSc Investment Management 
MSc Mathematical Trading & Finance 


Study for a specialist masters degree at one of Europe's leading business schools and enjoy the world-class facilities of our brand 
new building. Our courses are intensive and demand your total commitment. You will be taught by our internationally renowned 
academic staff, and also by high calibre practitioners from the City of London. Full and part-time study routes are available. Email us 
for more information and a prospectus at: irmi@city.ac.uk or phone: + 44 (0)20 7040 8680 quoting ref: Ec 5/4. www.cass.city.ac.uk 
Our next information sessions: 13 May and 24 June 2003. 


P: ` Y 


The business school offers specialist masters courses in the following areas: Accounting, Actuarial e | m C ass Bu sin ess S ch o ol 
" Management, Actuarial Science, Banking, Economics. Energy Trade, Entrepreneurshíp, Finance, e I | I Y City of Lon d on 
zo Financial Econometrics, Financial Mathematics, Insurance, internal Auditing, Investment SNR 

= ! Management, Logistics, Mathematical Trading, Real Estate, Risk Management and Shipping. THE NEW NAME FOR CITY UNIVERSITY BUSINESS SCHOOL 
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CERAN LINGUA £ 
INTERNATIONAL 2 
INTENSIVE RESIDENTIAL LANGUAGE COURSES 


www.ceran.com 


in pg: WHE 


John Deutsch International Executive Programs 
Queen’s University, Canada 


Investment Appraisal and Risk Analysis 
June 30 - August 1, 2003 
Dr. Glenn P. Jenkins, Program Director 
Financial Modeiling, Risk Analysis and Management, Contracting, 
Project Financing, Economic and Stakeholder Analysis | 
| 
| 


John Deutsch International Executive Programs 
Queen's University, Kingston, Ontario, Canada K7L 3N6 
Tel: (1) 613 533 6556 Fax: (1) 613 533 6818 
Email: director 9 queensjdiexec.org 
www.queensidiexec.org 


Extend your global reach 
MBA 


: Y "Y J x 


€ AMBA Accredited Degree. 
€ An intensive nine-month bilingual program (French/English). 


€ The leading school in Political Science and Economics, 
founded in 1872. 


€ A distinguished international faculty. 
€ An urban campus in the heart of Paris. 


Next information session in our premises: 
Thursday, May 15" 2003 at 6.30 p.m. 


174, Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax ; +33 145 4488 92 
Website : http : //mba.sciences-po.tr - E-Mail : mbaG sciences-po.fr 





ý ae "T. ij | 


BA & EQUIS 

























! Teaching P to adults P 33 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE COMPLETE IMMERSION PROGRAM 
$/: hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts May 5, June 2 and all year 
$6230 Villefranche/Mer ED2, France. Tel. +33 493 01 88 44 Fax +33 493 76 92 17 
www.institutdefrancais.com 


Totally F lexible 
| MBA/DBA/PHD 


IMS degrees by Distance Learning. You design your 
curriculum. You will not study material you already 
know or do not need. No exams, you learn through 
research & writing. No Bachelors or GMAT required. 
[Faculty are successful business leaders/authors. 
Faculty wanted. Rushmore University, 1-815-425- 
8577, info2Gprushmore.edu www.rushmore.edu. 


EARN YOUR BACHELOR'S, 
MASTER'S OR DOCTORATE DEGREE 











CREDIT FOR. T 
^ EXPERIENCE. | 
NO CLASSROOM ATTENDANCE. 











(2 pe Fax: +34 914315 054 
mu mail: oes aliseda. com 





Upcoming Courses 


Taught by leading experts from the world's top business 
schools, such as Columbia, Wharton and INSEAD 


May a2- 16 


SAA a be rere arrin 


Advanced Risk Management 
Hedge Funds May 19 - 20 
Socially Responsible Investments May 23 
Financial Statement Analysis june 4-6 
Foundations of Finance June 25 - jul. 18 
Finance for Lawyers* — Parti Sept. 25 - 27 
Part il Oct 6-7 
Privatization and Finance Sept. 25 - 27 
Management Buy-outs Oct. 13-15 
Strategic M&A Analysis Nov. 3-5 


* Accredited we Dutch Bar Association 





. The Economist April 5th 2003 - 


“EXECUTIVE 


MBA 


COLLEGE 
SWISS QUALITY EDUCATION | 


INTENSIVE RESIDENTIAL LANGUAGE COURSES 


CERAN LINGUA is launching a new 
interactive programme, 
complement to the basic programme: 


“LINGUA MANAGEMENT”! 


The ees way to learn t his 
'WW.ceran.com 


ESCP-EAP MBA 


An exceptional MULTICULTURAL experience 
in the HEART of EUROPE 


» international Full-time MBA 
12 month English-language program in Paris 
World-wide recruitment 


» European Executive MBA 
18 month English-language program in Paris 
& on other ESCP-EAP campuses in Europe 
Monthly modules / Pan-European recruitment 


» international Master's in Management 
24 month English-language program 
Residential modules in Paris, Tilburg, Budapest & the USA 
Double European and American MBA degree 


An ESCP-EAP MBA leads to senior positions world-wide. Join the network 
of 22,000 ESCP-EAP graduates in 65 countries. 


With faculty and campuses in Pars, Odori, Macind and Berlin, ESCP-EAP develons businest 
leaders and advances transpational isarnung and research ib management. 


# escp-eap.net 


Next Session - January 2004 
Contact MBA Admissions 
+33 1 49 2 nd 91 
mbaQesc h.eap.net 


XU RE 


erii 


^ EQUIS © 


MO PM Europeo School of Management 
| | CHAMBRE OE COMMERCE 
mimm, 


| ET D'INQUSTRIE DE PARIS Learn everywhere. Manage anywhere. 
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russels 
for new career prospects 


Embark on a journey to your future in the h 
of Europe with the Solvay Business School. . 


B intensive part-time 12-year] and full- 
(o time []-year} MBA programmes. 
All Ranked among the top 100 MBAs in 


Under the patronage of the Université 
Libre de Bruxelles, the MBA has an 
ernational student body and faculty. 


Take the first step, 

visit our website 

or cantact us: 
www.solvay.edu/mba or 
mbafdulb.ac.be 


(7 a 7 
~ Busfness School 


f Excellence since 1903 


UNIVERSITY OF 
CAMBRIDGE 


Cambridge Endowment for Research in Finance 


Postdoctoral Position i in Financ 


Cambridge E T for Research in Fan ce (C ERE) isas re ee 
independent research fund. based at the Judge Institute of Management in 
the University of Cambridge. 


Applications are invited for a new 3-year postdoctoral position in a 
programme of research on: 


* The Policy Implications of Cross-Sector Risk Transfer. 

The aim of the project will be to investigate the extent of this risk 
transfer, and to analyse the implications of any such transfer for the 
behaviour of the financial system and, ultimately, for public policy. 
You should have a PhD (or will be completing within six months) and 
interest in international macroeconomics and finance. 

The appointment is for 3 years from 1 September 2003. The salary 
will be in the range £18,265 - £27,339 p.a. 

Further information about the positions may be obtained from the 
Administrator, Cambridge Endowment for Research in Finance, JIM, 
Trumpington Street, Cambridge CB2 1AG, — e-mail: 
admin@cerf.cam.ac.uk telephone: +44 (0) 1223 764115 or from the 
CERF website (http://www.cerf.cam.ac.uk), A letter of application and. 
a CV (including the names of at least two referees) should be sent so as > 
to reach CERF not later than 20 April 2003. 


The University 1s committed to equality of opportunity 
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IMMIGRATION. ASYLUM, RACE. CRIME and DRUGS are among the most 
Home Office _ Challenging and most important topics around. All are issues 
AND TOLERANT SOCIETY "^ which can affect each and every one of us. | 
Could you provide the information we need to shape government policy in these areas? 


At the Research Development and Statistics Directorate and Strategic Policy Team we gather, analyse and interpret data and provide high- -h 
strategic advice on just about every topic the Home Secretary is responsible for. Join our world class teams and ee Li be eng an 1 impact on: 
the daily life of millions of people, all over England and Wales. : dur 
Economic Advisers 

£43,832 - £60,393 


You will need at least an upper second class honours degree (preferably a masters degree) in Economics and three years experience | of working Dd 
as an Economist. 


Posts are currently available in central London. 
We offer excellent civil service benefits including 25 days' holiday rising to 30 and a generous pension scheme. 
To apply, or find out more visit our web-site at www.homeofficerds.co.uk or call 0845 330 4571. 


The Home Office is an equal opportunities employer and welcomes applications from candidates regardless of ethnic origin, religious belief, 
gender, sexual orientation, disability or any other relevant factor. 


you've never met her. 

she doesn't know you. 

but you're about to affect 

O we every area of her life. 


W 

Vd 
No nd 

INVESTOR P e 

iN. PEGPLE Brio 





At the Heart of Business ind Management Research... _ 
Aston Business School (ABS) is one of the largest schools of study in Aston University, Situated at the heart of the UK's second city, 2 
ABS has an established record of academic excellence (RAE 5), a thriving research culture and strong demand from well-qualified 


students for its range of undergraduate. Masters and post-experience courses (EQUIS and AMBA accreditation, QAA 24 out of 24). _ AES E 





Lecturers, Senior Lecturers & Readers 








Finance, Marketing Operations & Work & | | Public Management E i 
Accounting & Law e International Marketing Information Organisational & Sociology a 
@ Accounting e Marketing for non-profit Management Psychology e Sociology E 
e Business Law Organisations . e Operations Management — e Social Psychology e Social Policy Research E 
e e-Business Law e Consumer Behaviour e Management Science e Work Psychology | 
| oiT Law e Marketing e Knowledge Management — e Organisational Behaviour 5 | 
Communications e HRM ee 
e Marketing Research e Sociology s 
e Social Policy Research | pe 
Ref: A03/67 Ref: A03/68 Ref: A03/69 Ref: A03/70 ` Ref: AQ3/71 E 
Following a successful recruitment campaign last year, we are now seeking further lecturer, senior lecturer and reader appointments across the above subject 2 
groups. The posts are part of the five year strategy to create a world-class international business school built upon our considerable success in research - | 
Quality, teaching Quality and programme innovation. : 
Successful applicants will be team players committed to working in an entrepreneurial environment where we aim to excel in all we do. All applicants should z 
have (or expect shortly to obtain) a relevant PhD, a strong commitment to publishing in the best international journals and a commitment to teaching a 
excellence at undergraduate and postgraduate levels. Candidates must be excited by the opportunity to teach and research in a multi-disciplinary on 
environment and will be expected to make an important contribution to core teaching and research, including research supervision. - S 
Further particulars and application forms may be obtained electronically on XJ e P 
http/Awww.aston.ac.uk/hr/recruitment. htm or from the Personnel Office on A S T O N “| @ 
Tel: +44(0)121 359 0870; e-mail b.a.power@aston.ac.uk quoting the relevant reference number. "IM | i 
Closing date for applications is Ist May 2003. Quality and Equality’ U NIVERSI TY =| 
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PROGRAM DIRECTOR, AFRICA 


£35,388 - £41,674 


Kayamu neyangan niai a i ikd re aaar —————————————O—ÁÓÓ—ÓM— — — P—— — 





Amnesty international is a worldwide organization campaigning on human 
rights issues. The International Secretariat is the movement's centre for 
international research, campaign action and policy making. it employs over 
400 staff, a majority of whom are based in the Secretariat's London office. 
Recently the International Secretariat has been reorganized and the 
management system restructured to strengthen leadership, delivery and 
accountability of ail staff. You will join this team and will contribute to its 
effective development. 


This post requires an experienced manager with a proven track record in 
motivation of staff and in the provision of the direction, support and systems 
to enable them to perform to their full potential. You should bring astute 
political judgement, a clear vision of how the human rights agenda can be 
taken forward within the Africa region and the ability to communicate this 
persuasively to individuals and groups at all levels. 


As Program Director, you wil! be responsible for directing and overseeing 
provision of political and strategic advice on human rights challenges in the 


The international Secretariat af 


Amnesty International actively promotes 
cultural diversity and equal opportunities. 


Africa region; representing the work of the organization to key target 
audiences; leading the development of regional and country strategies and 
effectively managing the staff and resources of your program. 


Your vision, leadership and dedication must be complemented by personal 
confidence and professional expertise. You will be recognized as a leader in 
your field, bringing commitment and energy to match the weight of your 
responsibilities; and offering demonstrated capacity to motivate and 
empower others. You must be able to work collaboratively, making decisions 
swiftly, effecting strong delivery whilst meeting the highest standards of 
professional ethics. 


For further information and to apply online please visit our website at: 
www.amnesty.org/jobs or write to Human Resources Program, Amnesty 
international, international Secretariat, 1 Easton Street, London WC1X ODW, 
United Kingdom. Please quote reference AFR/03/04. 


Closing date: 25 April 2003. 


amnesty 4 
international <j | 


international Secretariat 





The International Criminal Court invites applications for the post 
of 


REGISTRAR 


The Registrar is the principal administrative officer of the Court with 
responsibility for the organization of the Court's judicial proceedings and for 
its administrative and financial management under the authority of the 
President. 


The Registrar functions as a channel of communication between the Court, 
the United Nations, the Assembly of States Parties, other intergovernmental 
organisations and the governments of individual states. Additionally, the 
Registrar facilitates communication between the Court and the parties to 
Court proceedings and between the Court and the world at large. 


The Registrar has extensive responsibility with regard to the Court's 
budgetary and procurement functions. Her or his duties include the 
proposal of Staff Regulations and a Code of Professional Conduct for counsel 
and the creation and maintenance of a list of defence counsel. 


The Registrar is also responsible for the establishment of a Victims and 
Witness Unit in order to protect and assist victims and witnesses. 


Additionally, the Registrar has responsibility for the Court buildings and 
security, for the oversight of those held in custody by the Court and for 
servicing the Court in general. 

The duration of the appointment shall be for 5 years from May 2003. The 
appointment shall be made by the judges of the Court, who shall elect the 
Registrar. The Registrar shall be eligible for re-election once. 


The duty station of this post is The Hague (Netherlands) 





Requirements 
The post should be filled preferably by a national of a State Party to the 


Statute of Rome, or of a State which has signed or acceded to the Statute, 


and is engaged with its ratification process, but nationals of other states 
may also be considered. 


Qualifications and Experience 

The successful candidate should have a minimum of twenty years of 
experience, This should include extensive experience in the area of judicial 
management and as a Registrar or Deputy Registrar in a national or 
international court or tribunal. 


The successful candidate should also have experience in institution- 
building — preferably including judiciary systems or institutions — at the 
national or international level and of administration in such organizations. 
This would include one or more of the following: human resources, finance 
(accounts, treasury, investments) budget, procurement, and buildings 
management. She or he should be abie to use information technology as a 
day-to-day working tool. 


The candidate should have a very good knowledge of either English or 


French and the capacity to use the other as a working language. 


Compensation: 


This post will attract an annual net salary of approximately Euro 96,917 + 
Post Adjustment of Euro 27,718 (subject to change). 


Expressions of interest, together with relevant personal history data, should be received by 12 April 2003 at the following address: 


The International Criminal Court 
PO, Box 19519 
2500 CM The Hague, The Netherlands 
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An opportunity for Economists at the heart 





we of government in the Strategy Unit 






The Strategy Unit has been established to enhance strategic To apply for an information pack and application form, 





thinking and policymaking across government departments. please contact The Recruitment Team, Cabinet Office, 
Based in the Cabinet Office and reporting to the Prime Minister; Kirkland House, 22 Whitehall, London SW1A 2WH, 

it carries out leading edge strategic reviews and cross-cutting quoting reference no RTU1/03/06 or alternatively you can 
studies using small teams drawn from the public, private and email us on rtuQcabinet-office.x.gsi.gov.uk 

voluntary sectors, including academia and think tanks. There is an initial closing date of 25th April 2003 but 
We offer the opportunity to apply economics to the please contact our HR Adviser on 020 7276 1467 if you 
development of practical solutions to real world problems. wish to express an interest after that date. 


Over the next 12 months, a number of posts will become 
available both for recent graduates and more experienced 
economists, so it is worth applying even if you are not 
available immediately. You will need at least a 2:1 degree and, 
for the experienced posts, ideally to have gained experience 
either working in government or consulting to government. 


The Cabinet Office is committed to providing equal 
opportunities for ali, irrespective of age, disability, 
ethnicity, gender, marital status, religion, sexuality, 
transgender and working patterns. 





Our posts run from six months to two years and you can ! E 
either join us on a fixed term contract or on secondment from S E R V C 
your employer. Salary range: £34,608 - £,45,407 for more M M MÀ MM MÀ MM MÀ M ————— M 


experienced economists and £22,279 - £29,525 for new starters. a My, 
To find out more about the Unit, please visit our website at 4 j VS 


www.strategy.gov.u k INVESTOR PN PEOPLE Orga 














{Salary to be negotiated] (Ref 657) . ! 
The dti is one of the key departments responsible for the transformation of the South African economy into an economy that is characterised by high levels of 
growth, is employment generating and equitable, 
in 2000, the dti appointed its first Chief Economist to provide the dti with economic leadership. The current Chief Economist’ term of office will end in the middie 
of 2003. The dti is seeking to appoint a suitably qualified individual to take on this challenging position and continue to build on the solid platform that has been 
established in the last three years. 
The Chief Economist will report to the Director-General and will head the dtis Externat Relations and Policy Co-ordination Unit. The Chief Economist will be based at 
the dti offices in Pretoria. 
Responsibilities of the Chief Economist include: @ Policy analysis, with an emphasis on the provision of sound economic analysis supported by reliable statistics 
and economic data € Research and knowledge management, with an emphasis on meeting the strategic research needs of the dti and providing policy-makers with 
relevant and up-to-date information on the economy, international trade, industrial development, and related topics @ Policy and programme evaluation, with an 
emphasis on the development of appropriate key performance indicators to measure the impact of the dtis work on the economy @ External relations and policy 
dialogue with key stakeholders, with an emphasis on promoting economic policy coherence within government @ Providing the Minister, Deputy Minister and Director- 
General with advice and commentary on economic trends and developments. 
The dti is looking for a candidate who meets the following requirements: e Extensive experience in managing policy and strategy processes, including 
policy analysis, strategic planning, and research @ Experience in providing practical advice to senior policy-makers @ Relevant management experience and a 
demonstrated ability to manage and work within a team in an environment with multiple priorities and tight deadiines & Excellent writing and presentation skills with 
an ability to communicate ideas effectively e Understanding of the policy environment, including knowledge of government structures and processes, South Africas 
political economy, and governments economic policies @ Understanding the global economy and the challenges and opportunities facing a developing country such 
as South Africa within a global economy @ Strong interpersonal and networking skills and a proven ability to engage with different stakeholders at senior levels @ An 
appropriate academic qualification in economics, preferably a PhD or equivalent. 
Secondments from the private sector and academic institutions are welcomed. 
Enquiries: Alan Kennedy. tei: (012) 310-9345/Norman Mundzhelele, tel: (012) 310-9715 
The dti reserves the right not to fill any advertised position should there be no suitable candidates identified. 
Applications must be submitted on Form 283 obtainable from http://www dpsa.gov.za, and must be 
accompanied by a comprehensive CV Supporting documents will be required before appointment, ú 
Forward your application to: The Centrai Recruitment Office, Room 414, Department th e d t 4 
of Trade and industry, Private Bag X84, Pretoria 0001. Alternatively email your 
application to Psindana@dti.pwv.gov.za 












































Closing date: 12 April 2003. THE DEPARTMENT 
Applications received after the closing date will not be considered. OF TRADE AND INDUSTRY 


Building a world-class Organisation 





Human Commu 
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Ethiopian Economic Association/Ethiopian Economic Policy - 
Research Institute E S | 


Vacancy for a position of | 


Senior Researcher in Macroeconomics 
and Quantitative methods 


The Ethiopian Economic Policy Research Institute (EEPRD is an independent policy research 
insutute established as a research and publication wing of the Ethiopian Economic 
Association (REA), 


The institute 1s secking to employ a senior economie researcher of high calibre to head its 
macroeconomics division, The successful candidate will have a lead role and responsibility to 
develop a macroeconomic analytical framework for Ethiopia, guide and participate in 
macrocconomics analytical exercise, design and develop a macroeconometric model and 
provide training in macroeconomics and macroeconomic modelling. 


Required Qualification and Experience 
Ph. D. degree from an accredited university and graduated with high grade points, with 
emphasis in macroeconomics and macroeconomic modelling, and quantitative methods. 
Wide and appreciable track record and experience in applied macroeconomics research 
and publication 
Proven ability to perform rigorous quantitative analytical and forecasting models 
Experience in providing training on macroeconomics or development economics 
Working and demonstrable knowledge in computer software in general and statistical 
packages in particular. l 
Salary: highly competitive and depending on qualifications and experience. 
Terms of Employment: Three vears contract with possible extension. 
Duty Station: Addis Ababa 
Interested applicants who fulfil the above requirements should send their applications, 
curriculum vitae, and copies of supporting docaments and testimonials within 15 days from the 
first appearance of this notice through the following address. 
Director 
Ethiopian Economic Association /Ethiopian Economic Policy Research Institute 
P.O. Box: 34282, Tel. 4251-01-55 74 59. e-mail: eea@ telecom. netet. 
Fax: +25/-01-56 52 52 
Addis Ababa. Ethiopia 


Ethiopian Economic Association (EEAVBthiopian Economic Policy Research Insitute (EEPRD 


STEVENS 


Institute of Technology 





Steven Shulman Chair of Technology Management 


The Wesley J. Howe School seeks an outstanding scholar with an international research reputation 
for appointment to the Steven Shulman Chair in Technology Management. 


The Howe School is a leader in education and research in Technology Management with more than 
1800 undergraduate and graduate students, 40 full-time faculty members, and a newly inaugurated 
Executive Leadership institute. Research centers in technology management, corporate 
entrepreneurship, and global innovation management provide a collaborative environment for faculty 
and students to create and disseminate knowledge. The Howe School offers undergraduate, master and 
doctora! degrees. Our Ph.D. program allows doctoral students to participate with faculty in seminars, 

lloquia and research on significant problems in Technology Management. Areas of research and 

ucation focus on critical business, industry and government issues, in keeping with the university's 

erall culture based on Technogenesis*: a unique learning environment where students, faculty and 
industry jointly nurture new ideas and technologies from concept to marketplace realization. 


Founded in 1870, Stevens institute of Technology is a leader in science, engineering and technology 
management education. The Stevens campus, just 10 minutes from New York City, is strategically 
located at the center of the world’s financial services, pharmaceutical, and telecommunications 
industries. In the summer of 2004, the Howe School of Technology Management will move into the 
Babbio Center for Technology Management Education and Research, a ne new facility with an 
award winning innovative design. The new building, on the west bank of the Hudson River with a 
spectacular view of Manhattan, will feature the latest tools for teaching, learning and collaborative 
interaction. For more information about the school, please visit http://howe.stevens-tech.edu. 


ndidates must have a Ph.D/DBA from a highly regarded institution and be an internationally 
cognized researcher, an excellent teacher, and an intellectual leader with the capacity to develop a 
search and educational environment with global impact. Relevant research areas include technology 
anagement, innovation management, engineering. economics, project management, international 
business, global management, high-tech marketing, entrepreneurship and sustainable development. 


Please send your ap lication to howe@st tevens-tech.edu or mail it to Office of the Dean, Box 100, 
Howe School of Technology Management, Stevens institute of Technology, Castle Point on Hudson, 


Hoboken, New Jersey, 07030, USA 





Stevens is an Affirmative Action/Equal Opportunity Employer 


Nationwide 


~~ Salary negotiable - 


ADAS Management Consultancy Ltd is a leading consultancy to UK 
land-based industries providing business solutions to national and 
local government, farming and rural enterprises. 


Due to our expansion programme, a vacancy exists for an 
Economist. 


You will be responsible for securing and delivering consultancy 
to organisations such as Defra, the RDAs, local authorities and 
to the private sector. 

You will be expected to manage. projects, write and present 
tenders and provide expertise to your team colleagues. 

You will have a degree in Economics and/or Economic 
Geography, and knowledge of all relevant data sources. 

You will have work experience in the rural and regional 
economies and with government bodies. Knowledge of social 
issues, preferably rural, is a requirement. 

Experience of managing projects and of providing consultancy 
is highly desirable. 

Current driving licence is essential. 


For further information and to submit your cv, please contact: 


Mary Blackshaw, 
ADAS Management Consultancy Ltd., 


Tel: 01902 693188. 
E-mail: Mary.Blackshaw@adas.co.uk 


Closing date: 14.04.03 


ADAS Management Consultancy Ltd is a wholly 
owned subsidiary of ADAS Consulting Ltd. A DA S 





The UNOPS, executing agency for the UNDP GEF 
Nile Transboundary Environmental Action Project 


in collaboration with the Nile Basin Initiative (NBI) seeks qualified candidates for the 
following positions: 


REGIONAL PROJECT MANAGER (RPM) 

The RPM wiil provide overall leadership for and management of this project of the Shared 
Vision Program (SVP), within the overall framework of the Nile Basin Initiative (NBD. 
The RPM will have overall responsibility for the successful attainment of project 
objectives, coordination within the SVP and effective financial management and 
administration of the Project Management Unit (PMU) based in Khartoum, Sudan. 
Expected 10 to 15 year experience. 


FINANCE/PROCUREMENT SPECIALIST (FPS) 

In support of the NBI, through its executive arm the NBI Secretariat (Nile-SEC), overall 
financial management and procurement services for the Project will be provided by the 
FPS. S/he will be responsible for procurement actions and supporting UNOPS in the 
financial management of Project funds at the PMU level. The FPS will work under the 
supervision of the RPM. Expected 7 to 10 years experience. 


plete va 





www,unopsorg 
Information on the NBI is available at 


www.nilebasin.org 


Nile Transboundary Environment Action Project document at: 
htt ; ject ils.cfm?proiTD- 1094 





Deadline for application is 30 April 2003. Appointments will be for l-year with 
expectation of renewal for the duration of the project, with a 6-month probation period. 
UNOPS offers a competitive salary package commensurate with experience and 
qualifications. 
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The Aga Khan Foundation (AKF) is a private international development agency 
committed to supporting disadvantaged communities irrespective of gender, ethnicity 
or religion. Working in partnership with local organisations and communities, the 
Foundation promotes solutions for social and economic development in Central Asia, 
South Asia and Eastern Africa. The Aga Khan Foundation is part of the Aga Khan 
Development Network (AKDN). Find out more at. www.akdn.org 


** * 
Programme & Policy Officer - London 
Resource Mobilisation, Policy Analysis, Donor Liaison, Field Support. 
Competitive salary package 
The Programme & Policy Officer, with over 3 years professional experience of international 
development and policy dialogue, will work with a specialist team that supports the AKDN's overseas 
reef and development programmes through promoting professional relations at policy and 
programme levels with institutional donors and other partners in Europe and Japan. 
The incumbent will: 
Deepen and broaden relations with existing institutional donors through informed policy dialogue 
and exploration of major programme issues, 
Explore and broker possibilities for attracting new partners of potential value and significance to 
ARDN's programmes and regions of concern. 
Develop specific proposals for acquisition of donor grants; coordinate relations between the field 
programmes and central donor contacts throughout the project cycle: manage grant reporting 
processes and Guiputs, particularly with Eastern Africa, 
Develop strategies for securing resources and influencing policy processes through diversification of 
AKDN's support base and innovalive approaches, including exploration of non-traditional and 
indirect resource opportunities. 
Be actively involved in analysis and research of the most topical development thinking and policy 
issues. 
Based in London, the position requires regular travel, mostly within Europe, but also further afield. 
The incumbent will be expected t 
Have an outstanding tack record of successful relationship cultrvation and management. 
Have strong experience in proposal development, budgeting. logframe development, coordination 
between field programmes and donors throughout project cycle, and grant management. 
Demonstrate detailed knowledge, genuine interest and persuasive representations] skills in 
articulating development and policy issues. 
Have an entrepreneurial mindset, with a flair for practical imnovation. 
Be educated to MSc, MA, MBA or equivalent level. 
Have proven ability to work in a complex and demanding multi-caltural organisational environment. 
Experience of East Afri eferred. 
Applications comprising a CV (maximum 3 pages) and a cover letter drawing attention to the relevant 
competencies and experience of the applicant, should be sent to louise james € akf.org.uk or by mail 
io AKF Appointments. c/o AKF (UK). 3 Cromwell Gardens, London SW7 2HB. Please quote ref 
AKF-PPO Deadline 22 April 2003. Only short-listed applicants and those meeting European residency 
requirements will be contacted. 


BUSINESS PLANNING 
MANAGER 


£35-40k London 


South West Trains is the largest single franchise train operator in 
the UK. With a turnover of £425m, 5,100 staff, 1,731 trains per 
day and 138m passenger journeys every year, the business plan is 
going to help shape our future. 


You'll manage the business plan cycle - aligning the plan with 
other business processes — and undertake financial/strategic 
appraisal of business and investment Popes ue This will 
involve both intricate business planning administration and 
complex economic theory and Bud, work. You will have 
frequent contact and exposure to all levels within the company, 
especially senior managers and board directors. 


You will be educated to degree level possibly with a postgraduate 
qualification in business or accounting. You' (i need sound business 
acumen coupled with strong economic and business analysis skills. 
Excellent interpersonal and presentation skills are essential. 
Experience within the transport/rail sector would be an 
advantage. 


Please send your full CV to Deborah Skinner, South West Trains, 
Friars Bridge Court, 41-45 Blackfriars Road, London SE] 8NZ. 
Email: dskinner@swirains.co.uk 


Closing date: 18th April 2003. 
. South West Trains is an equal opportunities employer. 
www.southwesttrains.co.uk 
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Freie Universitat Be 


Department of Business Administration and 
Junior hirap pa 


in line with article 10 
have a degree, a 


The TP 


in general, the os |a ‘i 
in English. Non-German spea 
jeans. 


The post will be for s years in the first instance, and the successful candidate will 
be offered civil servant status (grade "W 1^). Depending on performance, the appointee 
will be offered a three-year extension. 


Applications must reach the Freie Universitat Berlin not later than four weeks after the 


publication of this advertisement. Applications should include the following: a letter. 


describing your interest in the position and pertinent experience, a curriculum vitae, the 


names and addresses of three referees, a list of publications, and copies of the certifi- . : 


cates of academic qualifications held. The postal address for the position is as follows: 


Freie Universitat Berlin, Fachbereich Wirtschaftswissenschaft, Dekanat, GarystraBe 21, 
14195 Berlin, Germany. Please quote Vacancy J 02 / 02. 


The Freie Universitat is a state-funded university. it has some 40,000 students and 520 
professors. The university has 12 departments structured into more than 100 institutes. 
Detailed information is available at the following web-sites: www.fu-berlin.de and 
www.wiwiss.fu-berlin.de 


Middle East Independent Media Program 


Internews Network, an international nonprofit supporting independent news 
media, seeks bilingual English-Arabic managers to oversee independent media 


programs. Internews is currently recruiting for three positions: a Regional Director . . 


based in Washington, DC a. Project Director: and a Resident ipo Advisor 
both based in Lebanon. Interr "Xpec 
needed to manage field offices in the: Middle East ad Maghiss regions. 


The Middle East Regional Director is  Tésponsible for. paces the aS pi 


vision for and management of all Internews program i 
supervises the project directors, cultivates funder relati 
cooperation with other NGOs and media groups. The R 


that project directors prepare proposals, reports and b ona | timely basis. In . | 
coordination with locally-based project managers and finance and administrative: 
teams in the US, the Regional Director ensures overall compliance with funder ^ 


requirements. This is a senior management position requiring media experience, 
familiarity with grant-funded program administration, proven management skills, 
regional working experience, and Arabic language fluency. 


Middle East Project Directors are responsible for the management and 
implementation of individual projects in the region. They are based in locally 
established representative offices of Internews or placed with local partner NGO». 
Working with a local staff and visiting consultants, they prepare and implement 
proposals, work plans and budgets to keep projects on track. Project Directors are 
expected to contribute to the overall strategic plan for Internews in the Middle East 
region and report to the Regional Director. These are management positions 
requiring media experience, familiarity with grant-funded program management, 
regional working experience and Arabic language fluency. 


Middle East Resident Journalism Advisors: Resident Advisors cultivate peer-to- 
peer relations with journalists in the region. They serve as journalism trainers and 
technical advisors to partner media outlets. They should be able to consult both on 
journalism, as well as basic broadcast or print media management, They will be 
required to travel extensively throughout the region. Resident Advisors must be 
experienced journalists, producers or media managers. They will have 
international experience, ideally in the Middle East Region. Arabic language skills 
are preferred. 


Internews Network offers competitive compensation packages including housing and 
security, as well as excellent benefits. Please email your resume to 
injobs@internews.org. Visit our website at www.internews.org. EOE. No calls please. 








JOB H U NT NG INTERNATIONALLY? 
Executive $75K-500K-*. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: Email: 
USA/Canada +1202 4781698  cpamericafaicareerpath.co.uk 
Europe +44 20 75048280  cpeurepem@careerpath.co.uk 
Asia / M. East / Aus +66 2 6308120 c one cod 


E Royal Holloway 


Unis ersity of London $9 
C rr 3383S 


Department of Economics 


Senior Lecturer 


Royal Holloway is one of the 8 large Colleges that make up the 
University of London. As part of continued expansion the 
Department of Economics wishes to appoint at Senior Lecturer level. 
We welcome applications from any field. Research conditions are 
internationally competitive. An excellent research record and 
potential are essential requirements. High-quality teaching and a 
willingness to contribute to the administration and development of 
the department are also required. Salary will be in the range 
£37,385 - £42,092 pa (inclusive). Start date 
| September 2003 or later by agreement. Informal inquiries to 
Professor Anthony Heyes (a.heyes@rhul.ac.uk). 

Further details and an application form can be obtained from the 
Personnel Department, Royal Holloway, University of London, 
Egham, Surre, TW20 GEX; fax: 01784 473527; tel: 01784 414241; 
email Sue.Clarke@rhul.ac.uk Please quote reference KH/2363. 


The closing date for the receipt of applications is 2pm on 
17 April 2003. 


We positively welcome applications from all sections of the community. 


THE UNIVERSITY of 
EDINBURGH 





CHAIR OF MANAGEMENT 

As 1 of 10 positions recently advertised in Management Education at 
. Edinburgh, this new Chair underlines the University's commitment to 
. this area. 
You will hold the title of Director of Executive Education, shaping 
strategy for executive education and corporate engagement. You will 
| combine significant experience of MBA teaching at leading business 

schools; experience of managing MBA programmes; a strong ability 


to drive executive education and a track record of excellence in | 


research. Those with knowledge or experience of the financial 

services industry are particularly welcome. 

Salary will be in the professorial range. Please quote REF: 312294EC. 

Closing date: 25 April 2003. 

Apply online, view further particulars or browse more jobs at our website, 
Alternatively, telephone the recruitment line on 0131 650 2511. 


Committed to o Equality of Opportunity 





WWW w.jobs. ed ac. uk 


Queens University 
Belfast 


Doctorate in Governance 


The Doctorate in Governance (DGov) is a unique professional 
doctoral programme offered jointly by Queen's University Belfast 
(QUB) and the Institute of Public Administration, Dublin (PA). Its aim 
is to enable public policy-makers and public sector managers from 
the Republic of ireland, the UK and elsewhere to develop their 
knowledge base and critical skills, and apply them to issues relevant 
to their professional lives. This aim is achieved through a programme 
of taught study followed by a research project on a subject pertinent 
to the student's work experience and professional formation. The 
nine taught modules include enguiries into the role of the state, 
devolution, European integration, international law, democracy, 
economics and governance, and research methods. 


Applicants must normally have a primary (Bachelor's) degree or 
equivalent, of at least 2:1 (upper second class honours) standard, 
and five years' fuli-time experience of work at an appropriate level in 
a releyant public service profession, Course fees, which include 
tuition costs and the residential study sessions, are £7,500 per 
annum. The course lasts four years, and is available on a part-time 
basis only. Instruction will be in English, and all assignments must be 
written in English. 


Applications MUST INCLUDE the following documentation in order 
to be eligible: 


Both QUB University and Legal, Social and Economic Sciences faculty 
application forms; a covering letter which details the applicant's 
reasons for applying for a place on the programme; two references 
(one academic, one professional), which must be sent in sealed 
envelopes, signed on the back by the referee; a copy of the applicant's 
CV; copies of degree certificates; a written guarantee that the course 
fees will be met either by the student or bye a third party; e 4. the 
applicant's employer. 


Incomplete applications will not be considered. 





For application forms, please contact EC na Inglis 

(G.Inglis&qub. ac.uk). For further information contact the Coüise 
Director, Dr Alex Warleigh (A.Warleigh@qub.ac.uk) at Queens, or the 
course leader at the IPA, Dr Michael Mulreany (mmulreany@ipa.je}, 
Please also consult the web site (www.gub.ac.uk/gov). 


The deadline for applications is 30 June 2003: Successful candidates 
will be notified by 31 July 2003. e 
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TO ADVERTISE WITHIN THE 
CLASSIFIED SECTION CONTACT: 
London: Ruth Fox 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
ruthfox @ economist.com 


New York: Beth Huber 
Tel: (212) 541-0500 
Fax: (212) 445-0629 
bethhuber @ economist.com 
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Appointments 


“The Mekong has been identified as a Benchmark Basin under the Consultative Group on Intemational 
Agricultural Research (CGIAR] research rere Programme on Water and Food aie MRC has 
‘been RO ás. the : 


Requirement. 
Applicants musthold a Master or PhD or equivalent qualification in an area relevant to the above fields. 
At least 10 years experience in research and research management across disciplines and institutions. 
High-level of communication and coordination skills is essential. Experience working with national and 
international research esgerszations and networks in the relevant fields. Fluency in written and spoken 
English is a must. 


The position is currently for ona 
success of the programme and s 
work immediately. 


Ih. an opportunity for extension based on available funds, the 
Yk performance. The person musi be able fo commence 


Within and outside the region as required. Detailed job 
| from MRC website www.mremekong.org or at email 
our | ply. Only short-listed candidates will be 


The position is based in Phnom Penk 
description or more information can be 
address: mrostimremekong.org. WON 
notified ii. 


Closing date for applications: 18 April 2003 ~ 
Application, including full details of qualifications, experience, and: 
size photo and contact email address should be forwarded t: ^: 


together with a passport- 


Mekong River Commission Secretariat 
112, 364 MLV. Preah Monivong, Sangkat Phsar Doerm Thkov, ` 
Chamkar Mon, Phnom Penh, Cambodia 





£ wiedge with the views of the public, stakeholders and 
tates. MRC is looking for an international personnel to 


'ns based by incorporating techy 
friments for the mutual benefit of r 
MRC-BDP Team: 


© or Development Economist 


The Senior Development Economisi will be responsible for economic aspects of the BOP process, 
including the: development of project ideas into project outlines, finaficial appraisal of project proposals, 
assessing economic. implications of long term basin and sub-basin scenarios and strategies, integration 
of hydrological, environmental, social and economic assessment tools and models, establishing 
programme priority criteria and monitoring & evaluation procedures for projects implemented under the 
BDP, and reviewing the efficiency and cost-effectiveness of the BDP process. 


Requirement: 

Master or higher degree in Economics, Development Studies or closely related field. At least 15 years 
experience with responsibily associated with the post requirements, especially project preparation, 
economic and financial appraisal amd integration of social and environmental issues. Relevant 
experience working in the Lower Mekong River and ability to work and cooperate in an international 
environment are necessilies, Fluency in English is essential and working knowledge of one or more 
riparian languages Is desirable. Tre i itial post duration is 1 year with possible 6 months extension. 


The position is based in Phnom Penh wit travel i in: the region: jio Detailed ad sre or more 
information can be obtained from seid ; : i 





size photo and contact email address hous be forwarded to: 
Mekong River Commission Secretariat 
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DIRECTOR OF PROGRAMS 


( Landmine Survivors Network, a bon 
fast-growing, Washington DC -based 
international non-profit organizatio 


Landmine k created by and for survivors; 
Sul vivors Networ senior level Director of Prog 


oversee, grow and align major program areas including overseas fie 
development; disability rights advocacy; research and evaluation; and pa 
ships/special initiatives such as economic integration. The Director 
Programs, in coordination with the Executive Director, will develop a 
implement a strategic planning process, building on LSN strengths in amp 
peer support, trauma recovery, and global advocacy for a landmine ban and 
ability rights. The DP will manage and motivate a 4-person Senior Manage 
Team comprised of deurcaenr beads to ensure coordination, communication 
productivity and accountability. 











REQUIREMENTS Strong, professional team d with 10+ years’ experience in. | 
management of BEREE ENT with budgets = $10-15 milion. Long- 
term strategic planning, program and organizational development experience 
preferred. Prefer 5 yrs. - (min. 3) in developing world or post-conflict context. 
Masters’ degree in int'l affairs, public health, business admin., non-profit mgt or 
other relevant discipline. Nonprofit and non-gov't experience with social change 
movements highly desirable. Interdisciplinary program experience across sectors: 
health, human rights, development, trauma reoovery with advocacy and coalition- 
building experience desirable. Strong team-building and creative problem-solving 
skills, with willingness to travel overseas required. Experience in staff planning, 
training, capacity-building and evaluation. Must possess excellent writing, 
listening and communication skills. 


Contact: Catherine Harold, 1420 K St., NW, #650, Washington, DC o 
Catherine@landminesurvivors.org. Web: www.landminesurvivors.o 


United Nations Development Programme 
Bosnia and Herzegovina 


The United Nations Development Programme (UNDP), the world's leading 
multilateral grant assistance UN Body, spearheading human development around 
the world, is seeking for its country office in Bosnia and Herzegovina (BiH) a 
candidate for the following position: 


Poverty Reduction and Millennium Development Goals (MDGs) 
Specialist (PRMDG) 


Under the direct supervision. of the Senior Portfolio Manager and overall 
supervision of the Deputy Resident Representative, the PRMDG Specialist will 
be responsible for providing timely strategic support to the design and 
monitoring of UNDP assistance to the government of BiH, in the area of poverty. 
reduction with particular attention to the development of an active MDG/PRSP 
strategy in terms of design, implementation, monitoring and evaluation. 


ONLY APPLY IF YOU: 


Are committed to: ‘the UN/UNDP and the role of MDGs in Global 
Development, 


Are a self starter, vour TOR is not t your job, and you enjoy ‘thinkin g out of the 
box; and, l 


Are ready to work under a Young, dynamic and defisnduns team! 


Qualifications 

Candidates for this position should have: 

(i) Proven professional credentials in one or more of these areas: poverty - 
reduction, education, health, environment, human rights and. international 
political economy CPE), (ii) Excellent analytical skills to identify and link 
initiatives and coordinate sometimes competing agenda as well as the ability to. 
conduct interdisciplinary studies and provide holistic policy recommendations, 
(iii) Professional integrity to gather information and data without purposeful or 
inadvertent biases; (iv) Clear understanding of the objectives of the UN MDGs 
and PRSP; (v) Competency to analyze each issue from a multi-variabie 
perspective in both national and comparative international context; (vi) 
Excellent drafting skills to articulate complex, inter-related socio-economic 
issues in a clear and straightforward manner. 

Experience with PRSP and MDG processes is an advantage. He/she will have 
proven ability to analyse available statistical data. Proven professional 
experience with the transitional challenges and poverty issues of South Eastern 
Europe is required. 


Eligible women candidates are encouraged to apply. This is an international 
position, equivalent to PS level. Only successful candidates will be 
contacted. 

Detailed ToR is available at UNDP web site: www.undp.ba 


Piease send your most recent Curriculum Vitae by 15 April 2003 to: 
UNDP Bosnia and Herzegovina, 48 Marsala Tita, 71000 Sarajevo, 
Tel: 033/276-800 Fax: 033/665-681 or registry @undp.ba 
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ARE YOU A 40 YR+ SENIOR EXECUTIVE 
EARNING $100K+ PER YEAR? 


If so, you possess the invaluable business expertise which only 
comes with maturity. Are you continually frustrated with your current 
job opportunities? You need the international job search experience 
that only Resume Broadcast International offers with the personal 
contact necessary for success. Thats why we work 24 hours a 
day, 7 days a week, 365 days a year for our clients. Don't wait 
another minute, contact us today to advance your career. 


Resume 


Resume Broadcast International 
P.O. Box 6930, San Diego, California 92166, USA. 





ay rode ene E Tel: 619 224 9257, Fax: 619 224 9268 
[ Int EEND nationa jl Email: rbi1022243306 @cs.com 
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ERE & Personal 
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OFF SHORE 
T: AX-FRE E 


Companies world-wide 


The . 
Economist 


Formation and administration of 
companies, opening of bank accounts 
tcl/fax/mail forwarding service 

WITHIN THE UNITED KINGDOM 
CLASSIFIED SECTION, LAVECO Ltd. 


CONTACT: Tel.: +44-207-556-0900 
Fax: +44-207-556-0010 
E-mail: london? laveco.com 
HUNGARY 
Fel: +36-1-217-96-81 
Fax: 436-1-217-44-14 
E mail: hungary@laveco.com 
ROMANIA 
Tel: 440-722-326-329 
Fax: +40-21-313-7177 
E-mail: romaniattlaveco.com 


TO ADVERTISE 


Mona Von Rahden, 
Frankfurt 

Tet: (4969) 975 87212 

Fax: (4969) 975 87221 


Email: 
monavonrahden @ economist.com 


Nathalie Henauit, 
Paris 
Tel: (331) 5393 6604 
Fax: (331) 5393 6605 
Email: | 
nathaliehenault & economist.c com 


CYPRUS... 

Tei 4357-24-636-919 

Fax: 4337-24-636-9020 
E el cyprus@laveco.com 
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Tenders 





SUPPLY CONTRACT FORECAST 
Supply and delivery of material for a "DRE 


Triangle Génération Humanitaire (TGH) program in the D.P.R. Korea 
L Publication references: 
AOINSULATION NUVECHO/PRK/210/2002/04004 
. Procedure: 
Open international tender 




















3. Contracting authority: 
Triangle Génération Humanitaire, 1 rue Montribloud, 69265 Lyon Cedex 09, France BP 9014, 
e-mail: desk Gtrianglegh.org 

4. Contract description : 

The service consists of supplying material for a TGH humanitarian program in ‘North Korea. 

These materials will have to be delivered CIF to the DPR. Korea. The tender consists of one fot. 





The materiuls are: 
a.. double-glassed PVC sliding windows, and b., PVC double doors with small windows 
to caver 3670 m2 of window surface and 2340 m2 of door surface respectively. 
The entire tender document can be obtained by contacting TGH via the indicated e-mail address. 
5. Intended timing of publication: 
28th of March, Offers need to be submitted no later than the 28th of April 2003. 
6. Additional information: 
Participation is limited to intemational contractors with at least 3 years of working experience in 
supplying construction material. All interested contractors for this venture need to send a 
presentation of their company to TGH. 


AIR BOTSWANA 


ftp foir Wek 





Republic of Botswana 
PRIVATISATION OF AIR BOTSWANA 
REQUEST FOR EXPRESSIONS OF INTEREST 

= 


The Government of Botswana wishes to undertake the privatisation of 
Air Botswana (AB) with the sale of up to 49% of AB's shares to a 
Strategic Equity Partner (SEP), as well as up to 1095 to employees 
through an Employee Share Ownership Plan (ESOP). The structure and 
date for an Initial Public Offer are to be agreed between the SEP and 
Government of Botswana. Prior to the IPO the shares held by the SEP 
shall be equal to those held by the Government. The SEP will be an 
established International Airline Operator or a consortium consisting 
of an established International Airline Operator with majority 
shareholding plus Local and/or International Financial Investors. 


AB is the exclusive domestic scheduled carrier for Botswana and serves 
regional airports including Johannesburg and Harare. The airline has 
demonstrated financial strength in terms of continuous profitability, a 
strong balance sheet and ample liquidity as can be seen in its 2002 
Annual Report (ref: www.airbotswana.co.bw). 


The Government hereby invites expressions of interest in investing in 
the airline from any potential SEP. Interested parties may express their 
interest, in. correspondence to the address below. An information 
Memorandum for prospective SEPs is expected to be available during 
April 2003. Interested parties will thereafter be pre-qualified. The 
bidding process will be on a competitive and transparent basis with the 
transaction closing anticipated during the latter half of 2003. 


Further information on the transaction can be found on AB's website at 


ates n Ah 


he recti Fk 





- Gerald 1 MIS Fidis of the AB Puvatiiation past Connie 
(Tel: 267-395-8504 or gthipe&gov.bw). 


The International Finance Corporation UFC), the investment bank arm of 
the World Bank Group has been retained as the lead Consultants. 


Expressions of Interest, including audited financial statements for the 
two most recent years from potential SEPs should be forwarded to: 
Attention: Mauro Chiesa 
international Finance Corporation 


2121 Pennsyivania Avenue, NW 
Washington, D.C, 20433 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS | — 
The SCF Group, est. in 1989 provides full ranges of offshore services at what we beli leve are the 





most competitive rates currently available by a licensed professional firm. 


EE SEN ROMS NET REA ENE ST PIERS SEER EN ecu NT LAE RRS DEE zx SEA PASEIRO NEE IIS E VENDU ONSET ATS 







LONDON: For immediate, fr 


" 0 FFS HO RE D UK COMPANIES c Q the. best prices co contact US today 






LICENSED C0. 
& TRUST MANAGEMENT 















Specoss in setting up Delewore Corporations. Generi, Arc, | 
ht Set oni lw ron RE l 























351] Siveride Rd, #105EC © Wimington, DE USA 19810 
30247 7-9800 e 800321 cote ef A ix 40047 i581 
et cg E eM | 
- Offshore Corporations 
Banks, Trusts, Foundations 
Bank ACs, Credit eii 





IMMIGRATE TO CANADA || 
*We Can Help" 


30 Years Experience in immigration Matters 
The law firm of Soanen & Peterson 


http; //www,somien.com 
Email: somiensomjen.enm 
Suite 810, 1240 Bay Street. 
Torani, ntara, Canada, MSR JAT 
Tek (43169922 8083 Fan: gleyza 4234 
“We Can Help” 








"KR BETCEURORSQO 562144 508 HOS Pens 
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Reveals your body's | for further information: 






90-100 Sydney St, Cheisea, Helen Harper LL. B (Hons), Dip: Law, AO! : 


London SW3 BNL. ^ 
Emaii helenaescforoup.com. : ; 
Tei 44 (B) 20 7352 2274 Charles Baker M.A. poa 
Fax 44 (D) 20 7795 0016 E-mail: chasles@scigroup.com 


| CANADA... world of opportunity 



















(Readers : are Recommended : 
| t0 make appropriate enquiries and fake | 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation fo an 
advertisement. The Economist Newspaper 
Limited shall not be faba to any person for 
| loss or damage incurred or suffered as a result 

of his / her accepting or offering to accept an | 
invitation contained in any advertisement | 
published in The Economist. 














www.akcanada.com 
Pres contine zonsiditation, Z4 bosm per day, 7 days per week 
Catuntion brtigration Lawyer. 


TM Norton Seer, Sarie dO, “Proven, Kasari, tas ERI 
Tao (1 GG 382 BGR? Fas, es (9) AHS 482 0587 

































2° CITIZENSHIP 
Idop Henley & Partners 


OFFICIAL PROGRAMS LEADING TO 
FULL CITIZENSHIP AND PASSPORT 
. TEL +1 — 242 — 356 51 88 
FAX 41 — 242 ~ 356 5] 89 
WWW.HENLEYGLOBAL.COM / EC 
BY GOVERNMENT APPOINTMENT 


OFFSHORE SERVICES 


Expert advice at affordable prices 





| Hong Kong: Michael Foggo - 
Tei; +852 2542 1177. bkiiSoversianGroun.com 

| U.K Simon Benton Tel: «44 0120 7387 9588 
uktSovereianGroup.com 7 
1.5.4.: William H. Byraes 

| Tet; «1 [3051 579 5246 

y, etes eignGroup.com SovereignGroup.com | 


Haters DAS LATA 

























OFFSHORE 
COMPANIES wá 


With over 25 years experience in 
facilitating offshore and international 
business, we deliver workable and cost 


: : LONDON 
effective solutions. 





« Solutions for oes 
* Trading o or r investing internationally 
d Protecting. your wealth 


. Setting up a business: overseas 


Contact David Stevenson 


T: +44 (1624) 818899 
F: +44 (1624) 811081 | MAURITIUS 


E: business@ocra.com 


oeraf 


www.ocra.com 













95 — Din and financial indicators 


A 


ica’s economy is still losing steam: the 
stute for Supply Management's (ISM) 
,nufacturing index recorded a sharp fallin 
arch to 46.2, down from 50.5 in February. 
March's reading points to shrinking factory 
output, which analysts put down to uncer- 
tainty caused by the war with Iraq. Even so, 
the fallin the ISM index since the beginning 
of 2003 is the largestin any three-month 
period since the early 1980s. 


The latest consumer-confidence figures from 
the University of Michigan also suggest 
deepening gloom: its indexfellto 77.6in 
March, from 79.9 in February. 


Inthe 12 months to February, American re- 
tail sales rose by 2.1% in volume, following a 
more robust rise of 5.0% in the 12 months to 
January. 


Europe's sluggish economic growth is taking 
atoll on employment. Euro-area unemploy- 
ment rose from 8.6% in January to 8.7% in 
February. France's unemployment rose to 
9.2% in February, from 9.1% in January. It- 
aly's unemployment also rose, from 8.99 in 
December to 9.0% in January. 


In Japan, however, the employment situa- 
tion improved. Unemployment fell from 5.5% 
in January to 5.2% in February. 


Workers in Canada received a 1.8% pay rise 
in the year to January, a real cut of 2.696. 






Data on more countries, as well as currency tools, 
tables and charts for shares and indices worldwide 





The Economist April 5th 2003 


Output, demand and jobs 






















































































% change on year ago 
The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) ..— %rate 

latest qtr" — 2003 . 2004 latest latest latest year ago 
Australia — — «30 04 +16 +30 «36 +23 0& +54 O46 ^  60Feb 66. 
Austria ——  — * 12 Q3 +03 +10  *19 3 3-15 Dec +09 Dec — $43 Mar 40. 
Belgium *16 Q4 +08 +12 +22 + 3.3 Jan — «4 3.5 Jan 11.7 Mar 10.8 - 
Britain — — | +22 Q4 +17 +19  *25  /|-07 bn +32 Feb — 5.0 Jant 5.1 
Canada +39 Q +16 +28 +33 *42 Jn +14 Dc — 74 fb 79. 
Denmark —  *0.9 Q4 -01 +15 +23  -17J Dec — +24 Dec — 57 Feb — 5.0 
France — —  * 17 Q4 +09 +12 — +23 A. *10 An 3&—-19 Dec | 92 Feb B8 
Germany *05 Q4 -0.1 +04 +16 - 0.2 Jan + 0.4 Feb — 10.6 Mas 9.6 
Italy — +10 Q4 +17 +10 +20 -15 Ja +19 No | 9.0Jan 90- 
Japan — — — * 2.8 Q& +22 +07 +08 —  * 42 Feb — - 24 Jan — 5.2 Feb 5.3 
Netherlands — « 0.3 Q4 * 0.4 +06 +19 ~ 23 Ja  -?25 Dec 46rebh* 3.7 
Spain +21 Q4 +14 +21 — +27 * 2.5 Dec +253 Jn 14.9 Feb 111 
Sweden — — — +13 04 +12 +47 ^*25 —. +37 Jan — + 42 Feb — — 45 Feb 4.0 
Switzerland — « 0.8 4 +14 +08 +18 -21 Q0  -28 Dec à 39 Fb! 26. 
UnitedStates— « 2.9 Q4 +14 +22 +33 —  * 18 feb — + 2.1 Feb — ' 9.8 Feb 56. 
Euro area __ +13 06 +07 +10 +21 *0.7 Jan + 27 Jan — 87 feb £BB1 








8.9% in March, **Dec-Feb, new series. : 
























































Prices and wages 
% change on year ago 
The Economist poll 

Consumer prices consumer prices forecast Producer prices Wages/earnings 

latest — year ago 2003 2004 latest year ago latest yearago 
Australia £30 06 +31 +27  *25  *16 a -07 +39 Q& +49 
Austria L EAS feb +19 +17 +13 +21 Rb -06 +22 Rb +25, 
Belgium * 1.8 Mar +27 +15  .: *i4 2 * 0.3 Feb — - 06 +22 Q4 + 3.1 
Britain — — ^ — «32 Feb +10 +28 +25 +16 feb -02 +36 Jan +30. 
Canada +46 Feb +15 +30  . +22 +23 Fb ~11 +18 Jn +37. 
Denmark +29 feb +25 +23 +20 +17 Fb mil +39 04 +41 
France +26 Feb +20 +17 +14 +28 fe -14 +35 04 +39. 
Germany — — -* 12 Mar +20 +11 +10 +16 feb -05 +26 Jan +23 
Itay — + 2.7 Mar +25 +23 +19 č č +28 Feb -11 +21 De +28 
Japan -0.2 Fb - 16  -06 -05  . ~ 0.9 Feb ^ - 2.6 +2.1 Feb ~ 0.6 
Netherlands  - 42.7 Mar +37 +26 +21 +51 Feb | -2.6 +30 Feb +44 
Spain +38 fe +31  *30 +26 +29 feb ~02 +39 04 +37. 
Sweden — £34 Feb +28 +24 +20 +06 feb -04 +40 Dec +32 
Switzerland +13 Mar +06 +07 +09 nil fe -15 +25 2001 +13 
United States £30 Fb +11 +23 č +18 435 Feb -26  *32 Feb + 3.5 
Euro area + 2.4 Mar + 2.5 + 1.8 * 1.5 +20 Jan -08 >34 Ge +32 
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Money and interest rates 





























Money supply* Interest rates % p.a. (Apr 2nd 2003) "Y 
* change on year ago 3-mth money market 2-year 10-year gov'tbonds ^ corporate 
ME narrow broad — latest — yearago — gov'tbonds latest — yearago ^ bonds _ 
Australia —  -11.8 — «10.3 feb — — 479 — — 455 Z 460 ^ ^ 5.38 6.38 ^ 647 
Britain == + 6.2 +67 Feb ^ 3.59 ^^ 419 Z 3.42 ^ 438 52 603 — 
Canada + 5.7 + 3.7 Feb 3.17 2.22 a cess 3. 92 VHS 5.23 AS Ile- 7.06 : 
Denmark — «87 — «104 feb 240 3170 — 009. 4.31 — 5.36 — 5.469 
Japan — — +21,3 — «2.0 feb — 0.02 — 0.03 0.05 0.70 140 08i 
Sweden +04 +52 Jan 338 — 419. 3.55 (458 o o 557 4.06 
Switzerland — «12.9 — * 8.7 feb 0.31 161 4228889 318 - 
United States « 3.8 +63 feb — 117 — 189 159 — 3.93 5.28 ^ 599 
Euroareal — «103 — «8.1 Fb — 251 — 344 ^ 245 4.06 —— 5.13. 451 


*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. tGerma ny for bonds. SNew series. Benchmarks: US 30-year 
4.93%, Japan No.247 0.70%. Central bank rates: US fed funds 1.25%, ECB refinancing 2.50%, BOJ overnight cali 0.00196, BOE repa 3.75%. 
Sources: Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockhoimsbórsen, UBS Warburg, Global Insight, Westpac, 
Thomson Datastream. Rates cannot be construed as banks’ offers. 



































Stockmarkets 
Market indices 
% change on 
2003 one record Dec 31st 2002 

Apr 2nd high low week high in local in $ 
dme Saath ict olin Seah Eu en eti ML De eere AME Cre cc c Oo SEIS. 
Australia (All Ordinaries) — — 2,847.4 — 3,049.6 — 2,673[3 ^  - 0.4 — -172 -43  * 231. 
Austria (aO. — — — | 1186.88 3 1,1878 31,120.02 X0 * 1.3 7317 —— * 32 + 61 
Belgium (Bel 20) — ^ ^ 1,7182  2,074.1 1,426.06 ^  - 0.1 ^ —-53.3 ^ -15.2  -12.8 
Britain (FTSE 100) — — — 3753.4 40095 3,2870 ^ - 10 ^  -458 ^ - 47 -71- 
Canada (Toronto Composite) 6,411.2 — 6,837.3 6,2286 ^ + 0.9 ^  -437 -31 + 36 - 
Denmark (KBX) — — — 1640  — 1712 1450 * 14 ^ -457 ^ - 14 * 14 - 
France (SBF 250) — — 1,836.6 2,144.8 1,630.31 ^ - 16 ^ -582 -10.6 -80 
..,1,///X40) ooo 2,743.9 — 3,210.3 — 2,403.0 ~ 16 ^ 7:605 . -104  - 7.9 — 
Germany (DAX) 2589.4 3,157.3 2,2030 +04 > -67.9 -10.5 - 8.0 
Itaty (BCI) — — — — — 1,038.0 1,142.44 9594 ^ - 0.9 -524 ^ - 49 - 23 - 
Japan (Nikkei 225) , ,.9,069.9 X 8,790.9 ^ 7,862. ^ - 3.4 ^ — -79.3 ^ - 59 -62 — 
(Topix) . 7976 865.4 ^ 76031  -29 —- LIE c om Me o 
Netherlands (AE) — —  —— 265.2 337.3 ^ 218.44 ^ - 0.5 022 ^  -17.8  -155 
Spain(MadridSE) — 641.5 683.8 576.8 ` + 0.3 -44.0 *19- tech! 
Sweden (Affarsvarlden Gen) 139.8 — 1534 1258  — siz o B5 . 3 47e ag” 
Switzerland (Swiss Market) — 4,272.1 — 4,965.3 — 3,675. + 0.6 ^ -49.2 ^ - 13  - 12 - 
United States (DJIA) — — — 8,285.1 8,842.6 7,5241 ^  « 0 -293 ^ - 07 - 0.7 
LLL ZJ|9BP500) 8809  .! 931.7 8007 .— t 13 -423 ^ * 031 +01 
antes (NASDAQ Comp) 1,396.7 — 1,461.0 1,271.5 + O07 723 + 46  * 46 
Europe (FTSE Eurotop 300)* — 778.9 890.8 6827 ^ - 12 -543 -91 -65 
Euro area (FTSE Ebloc 100)* —— 6517 ^ 757.2 ^ 565. ^ - 0.6 ^ -580 ^ - 9.35 - 67 - 
World (Msc! — n — ^ — 773.2 830.7 ^ — 7108 + 04 ^ -466 na - 24 
World bond market (Salomon)! 536.6 ^ 5517 ^ 5186 +10 ^ - 27 ^ ' na + 21 





Trade, exchange rates and budgets 





The Economist commodity price index 




















19952100 
% change on 
Mar 25th Aprist* pne one 
sleep esa Locc ce MON eae 
Allitems —— 758 — 750 —-44 + 6.8 
Food o č 76.4 76.7 | -36 * 
Industrials itt 
AL 749 727 -56 *44 
Nat o 783 169 -37 +d 
Metals — 7231 i 69.2 -73 - 16. 
Sterling index 
Allitems 76.100 75.2  -39 -?2 
Euro index 
Alitems — ^ 932 ^ . 90.5 | 44 7137 
Yen index 
Allitem — — 36.7 3445/0 LÉ51 253 
$pero  — 329.80 — 335.00 &— - 52 +97 
West Texas Intermediate ' 
$ per barrel 27.95 — 29.75 719.4 * 8.5 





* Provisional. 1 Non-food agriculturals, 























Trade balance*, $bn Current account .— Exchange rate Currency units Eo Budget 

latest 12 $bn The Economist poll trade-weighted! per per per per balance 

months latest 12 mths % of GDP, forecast 1990=100 $ £ euro — X100 % of GDP 

uus i ea ea EM S ere CERRAR tema 2003 i 2004 — Aprend  yearago č Apr2nd yearago O o — — — ENDE: 2 ooz} 
Australia — — - 67 feb ^  - 177 PD 7.2 — 761 — 167 — 188 ^ 2.60 180 ^ 140 ^ 01 - 
Austria — — — * 04 De — ^; + 09 An — -07 — -09 10173 1003 — 0.99 114 — 145 > - 0.78 —  -16 
Belgium — + 164 Jan + 128 Sep — *49 — *49 — 10148 — 99.0 0.93 114 — 145 ^ - 078 ^ mil 
Britain =~ 536 Jan — - 13 04  à-18 -16 . 999 1053 ^^ Q64 070 ~ 069 054 A -14 _ 
Canada + 347 Jan #110 Q  *16 +47 O 79.6 76.0 148 159 232 160 124 ^ 06 
Denmark — — « 81 Jan — + 5.1 Xn +20 +19 Z č 105.4 — 1017 6.88 8.44 10.8 743 578 — 22 
France — —  * 9.0 Xn — — 273 Jaa — *17 ^ *16 ^ — 10453 1016 — 1 093 114 — 145 — - 078 2I 
Germany  +120.0 Jan +48.3 Jan — *19 — *18  — 10189 — 985 —  — 0.893 ^ 114 — 145 = 078 — 37 — 
Hay —— — + 82 Jan — — - 88 A»  -04  -03 7 74.58 — 72.5 — 0.99 114 — 145 = 078 ^  -23 
Japan — — —— *936 Xn — —  *1134 hn — *26 — «29 1311 1276 Z 119 — 133 187 128 Zä CINE NN 
Netherlands + 29.1 Jan — + 9.1 04 +32 +32 10073 919 ^ ^ 093 114 145 ^ - 078 ^ -08 - 
Spain —— 40.8 Ahn — — - 11 D« — -22 — -21 ^ 7609 742 O Zä 0.93 114 — 145 - 078 — mt 
Sweden — —  * 150 feb + 9.9 Dec — «3.6 +35 ^ 789 — 768 — 855 ^ 103 _ 13.4 9.23 7.19 —— 1.7 
Switzerland + 47 Fb + 32.0 Q6 4112 — «114 ———— : 115.4 — 1128 — 1.7 — 1.66 216 148 116 ^ ma 
United States — -495.8 Jan —  -503.4 Q& — - 5.4 ^ - 5.33 — 1080 1230 1  . -  - 1.57 108 084 A1 
Euro area * 95.5 Jan + 53.5 Jan * 0.8 * 0.8 | 872 78.3 0.93 1.14 1.45 ~ 0.78 “2.2 
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Pir ging-market indicators 


a 


conomic outlook for some Asian econo- 
5, particularly Hong Kong, is darkening, 
fears mount over the effects of SARS (se- 
ere acute respiratory syndrome). Higher oil 
prices are worsening South Korea's trade 
balance and boosting inflation. On a monthly 
basis, the country ran a trade deficit for the 
third consecutive month in March. South Ko- 
rean consumer prices rose by 4.5% in the 
year to March, up from 3.9% in the year to 
February. 


Singapore’s economy, too, shows signs of 
trouble. Industrial production fell by 1.4% in 
the year to February, after rising by 13.4% in 
the year to January. 


Turkey's GDP grew by 11.4% in the year to the 
fourth quarter of 2002, the fastest rate since 
early 1995. The country’s trade deficit wid- 
ened to $16 billion in the year to January. 
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Economy 
"n % change on year ago Latest 12 months, $bn - Foreign 
GDP Industrial Consumer Trade Current reserves * 

production prices — balance account $bn, latest 
China ie eect 181 M . +19.8 feb —  * 0.2 Feb ——  — 23,9 Feb — 417.4 2000 269.9 Ot 
HongKong — — *50 0 — -9.2 0 -20 feb —  -79 fb 138 04 — 1137 fe. 
mda NE. VE MU NS, Sa 9, 09 o. ng TP 
Indonesia — — * 38 0& — £71 Deck /— £71 Mr | VCI MEL Ee DE. E 31.1 mh 
Malaysia — — + 5.6 w tao Jn ci EO +14.3 Feb — * 7.3 Q4 — 345 Feb 
Philippines — € IC UNS NNLLA MS. BENE. rod eh. ns £07 Xn  *63 Se — 131 Feb 
Singapore — — *27 à —— : x44 Re. | oed MEL c +10.7 Feb — 118.7 M4 — à! 83.6 Feb 
South Korea lS SI RS a URS NI d t77 Ma +51 Feb. 123,9 Fe. 
Taiwan — —.. dE NS NEL LUN oT SPP. *16.2 feb 425.8 04 —— 166.9 Feb 
Thailand * 6.1. 04 *12.8 feb + 1.7 Mar +48 feb + 8.3. feb 38.9 Jan 
Argentina — — — -3.6 as 4123 feb 1361 Hb — 5159 An +89 @ 103 Feb 
Brazil 0008 EUN, NN + 2.8 An /—— +15.9 Feb oot +16.0 Mar 755 feb 38.6 Jan 
Chile shin Oe LK a isc M. NN EL UNU. NONE *2.3 Feb - 0.0 04 à— 16.5 reb 
Colombia —  — * 20 0 ÁÀ3&L*56 De — VEU Eu. NNNM. nil Dec — - 15 03 — 109 Feb. 
Mexco — —  *19 a — 03 Xm +55 Rb —  - 69 feb — -145 as 515 Jn. 
TOU EPIS Ehe. dn . + 4.0 Xm +28 fb + 03 Jn - 11 0 93 3e 
Venezuela -16.7 (Q4 ~64.8 Dec +38.7 feb 413.9 Q4 +76 0% 8.6 Dec 
Egypt — 1 1. *3.1 2002! — * 42 20021 * 3.0 Deo 71.8 Dec  *05 04 — 192 Dec 
Israel — 1. £13 0 2 0f713 Be — — *5.1 feb — ^ 7-55 Feb — -2.1 04 — 234 feb 
South Africa — — +30 06. +15 dn — *125 rb ——— :39 feb +03 0  É . 61r 
Turkey +11.4 Q4 +13.2 Jan +27.0 Feb -16.0 Jan . - 1.3 Dec 20,2 Jan 
Czech Republic +15 a — € 6.4 Jen — - RUM NN -23 fe _ 233 0 244 Feb. 
Hungary — —— LL UNE ERE * 4] Jan +45 TOO ous 73.3 Jan — - 2.7 Xn 130 feb 
Poland o #21 0 o *4l fe oo * 0.5 Feb — , 710.2 feb — - 6.5 Jan — 30.7 Feb 
Russia —— — t3 05 +65 Feb —  *14B Feb — 148.2 Jan — 138.3 m — 49.3 feb. 


* Excluding gold, except Singapore; IMF definition, tyear ending June. New series. 











Financial markets 
Currency units Interest rates — Stockmarkets % change on 

= pers | per£ short-term Apr 2nd Dec 31st 2002 i 
Apr2nd yearago Apr 2nd % p.a. one in local in $ 
week currency — terms 
Ching 8.8 828 ) 130 . —,.. I NES 1591.9 | 7 $45 oou s del eder 
Hong Kong — 7.80 &—— 780 o lez 2138 00 87062 ^ -3.8 — =z 66 ~- 6.5 
Inda — AP X 489  —— M3 o 9.89 — s. 33170 5. 7:08 no o5. 
Indonesia —— 8,884 ^ 9,803 13,942 ^;—,.. 1é33 — 308.18 — -07 ^ - 63  - 56 
Malaysia — — 380 ;.: 3.80 4... 996 — 3.10 — 629.0 : 706 oux UE m Um. 
Philippines ^ 53.2 ^^) 512  U 83.5  ...9:36 10520 *23 . * 33 àÀf? $6 
Singapore — — 177  — 184 — 278 ^ 075 — 12993. —19 . - 31 5 8 
South Korea — 1,255 ^ 1,324 1,9600 —— — 470 — 5429 —— -21 ^ - 135 —-182 
Taiwan — — 34.8 35.0 — 545 189 43116 (— -41  :ÉD32 r7 31 
Thailand — . 43.0 43.7 67.4 1.75 363.0 -1,4 + 18. + 22 
Argentina - 2.93 2.94 4.59 8.60 $61.6 -12 + 7.0 +229 











“Emerging Mkts Free. T3.P. Morgan Chase's Emerging Mkts Bond Index Plus. i In $ terms.SApr ist 

Sources; National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; J.P. Mor- 
gan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian HE FIEL; EFG-Hermes; Bank Leumi Le-Israel; Staridard Bank — 
Group; Akbank: Deutsche Bank. x 
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Partners in health 


Over 16 million people in China are living with a 
disease they know little or nothing about. 
Diabetes, known for decades in many countries 
as the "silent killer", has rapidly become a major 
chronic disease for the Chinese. 

Project HOPE and its partners are combining 
education with public awareness campaigns to 
slow the spread of the disease. 

The ultimate goal of the partnership is to 
train Chinese nurses, physicians and dieticians so 
they in turn can train staff and medical profes- 
sionals. To date, more than 100,000 individuals 
in 23 Chinese provinces have received training. 

Since the development of the BD glass 
syringe for insulin delivery in 1924, BD has been 
a major provider of healthcare devices and 


BD and BD Logo are trademarks of Becton, Dickinson and Company. © 2003 BD. 


In 1983, at the invitation o ina's Ministry o 
Health and university medical centers, Project 
HOPE became the first private international health 
organization to make a long-term commitment to 
improving this vast nation's healthcare system, 

Recently, Project HOPE's China Diabetes 
Program was launched to increase both public and 
professional awareness of diabetes and improve 
the quality and availability of diabetes care. To 
learn more, visit www.projecthope.org. 
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educational programs for health professionals 
and diabetes sufferers. It was natural then for 
BD to partner with Project HOPE and share its 
expertise and financial support for the China 
Diabetes Program. 

BD is a medical technology company 
serving some of the greatest needs of the 
global community. Healthcare institutions, 
life sciences researchers, clinical laboratories, 
industry and the general public all rely on 
BD products every day. 

BD is privileged to partner with Project HOPE 
and organizations like it to protect life by 
addressing fundamental healthcare issues in 
every corner of the world. 

BD- Helping all people live healthy lives. 
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g The world this week 





Jubilant Iraqis thronged the 
war-torn streets of Baghdad to 
celebrate the demise of the 
regime of Saddam Hussein. 
American troops surrounding 
the Iraqi capital swiftly fol- 
lowed tentative pushes into 
the city with a large-scale as- 
sault that met with sporadic 
resistance from Iraqi forces. 
British troops also moved into 
Basra, Iraq's second city. Iraqis 
greeted the crumbling of Sad- 
dam's rule with widespread 
looting. 


Saddam's whereabouts re- 
mained a mystery. An Ameri- 
can bomber destroyed a 
restaurant in a middle-class 
suburb of Baghdad after intel- 
ligence reports suggested that 
Iraq's leader and other senior 
figures were meeting there. 
Later reports suggested that he 
might have escaped with mo- 
ments to spare. On Thursday 
he was rumoured to be sur- 
rounded in a Baghdad 
mosque. 


British forces claimed to have 
killed “Chemical Ali" Hassan 
al-Majid, a senior member of 
the regime responsible for the 
defence of southern Iraq. In 
the 1980s he led the "Anfal" 
campaign against the Kurds of 
Iraq, razing hundreds of vil- 
lages and killing at least 
100,000. 


America suffered light casual- 
ties in the assault on Bagh- 
dad but the toll of dead and 
injured among Iraqi civilians 
and fighters was said to num- 
ber in the thousands. Bagh- 
dad's hospitals struggled to 
treat the injured. Three jour- 
nalists were killed and others 
injured after coming under fire 
from American tanks. 


American special forces and 
Kurdish fighters closed in on 
Iraqi forces in the north, and 
entered the city of Kirkuk. 


Tony Blair and George Bush, 
meeting in Northern Ireland 
to discuss post-war Iraq, 
pledged a “vital” role for the 
United Nations in transform- 
ing the country into a democ- 
racy. The leaders of Russia, 
France and Germany, the 
main opponents of the war, 
were due to meet in St Peters- 
burg to discuss Jacques Chir- 
ac's view that the UN alone 
should take charge in Iraq. 


A tape supposedly recorded 
by Osama bin Laden was re- 
leased in which the leader of 
al-Qaeda urged Muslims to at- 
tack governments supporting 
the war in Iraq. 


Checking the deadly spread 





Malaysia banned tourists from 
mainland China, in an effort 
to stop the spread of SARS, a 
pneumonia-type disease. The 
Philippines said it would dis- 
courage travel to Hong Kong. 
The virus has killed more than 
100 people. Although the 
number is relatively small, 
doctors are worried because 
the virus is new and has a 
death rate of nearly 4%. 


Eleven Afghan civilians were 
killed when an American 
bomb went astray and landed 
on a house in the outskirts of 
Shkin, in eastern Afghani- 
stan. The bomb was intended 
for rebel forces who were at- 
tacking an Afghan govern- 
ment checkpoint. 


The United States said it 
planned to move its garrison 
in central Seoul to a less con- 
spicuous site outside the capi- 
tal. Fifty years after the end of 
the Korean war, some South 





Koreans object to the pres- 
ence of 37,000 American 
troops in their country. 


Scientists in America cloned a 
banteng, a wild cow becom- 
ing rare in Java and elsewhere 
in South-East Asia. They aim 
to show that cloning can help 


to save an endangered species. 


Burning issue 

America’s Supreme Court up- 
held a Virginia law which 
bans the burning of crosses. 
Because of cross-burning’s 
history as a “particularly viru- 
lent form of intimidation” 
against blacks, the ban does 
not violate the First Amend- 
ment's protection of free 
speech, the court ruled. 


The number of Americans in 
prison exceeded 2m last year, 
according to a new Justice De- 
partment report. This means 
that one person in every 142 is 
in the slammer at any one 
time. America's jail popula- 
tion—the world's largest—has 
nearly doubled since 1990. 


Carnage in Congo 

Congo adopted a new con- 
stitution, after peace talks in 
South Africa. But the UN re- 
ported a new massacre, of 
nearly 1,000 people, in the 
gold-rich Ituri district. And a 
new estimate put the death 
toll from the country’s five- 
year civil war at between 3m 
and 4.7m. 


Foreign direct investment 
yielded higher returns in 
sub-Saharan Africa last year 
than in any other region, the 
World Bank said. This was 
perhaps because “given per- 
ceived higher risks in the re- 
gion, investors chose only 
high-return projects.” 


European expansionism 
Having threatened not to vote 
through the treaties that will 
let ten new members join the 
European Union in 2004, the 
EU's parliament knuckled un- 
der, just in time for the signing 
ceremony planned for Athens 
on April 16th. Separately, the 
Greek prime minister, Costas 
Simitis, warned Turkey it 
would “never” be admitted if 
Cyprus remained divided. 
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George Bush, Tony Blair and 
Bertie Ahern, Ireland's prime 
minister, met in Belfast hoping 
(Iraq apart) that American 
clout would add weight to a 
Blair-Ahern plan, due out later 
in the week, for the next move 
in the stalled Northern Irish 
peace process. 


The leaders of Germany's 
most powerful trade union, 1G 
Metall, backed a left-winger to 
replace its incumbent chair- 
man, Klaus Zwickel, in the au- 
tumn: bad news for the chan- 
cellor, Gerhard Schróder, who 
craves union backing for his 
proposed economic reforms. 


At least 28 children died in a 
fire at a school for the deaf in 
Makhachkala, capital of the 
southern Russian republic of 
Dagestan. The incident fol- 
lowed a fire in a school in Ya- 
kutia, in eastern Siberia, in 
which 22 children died. 


A London auction house, 
Sotheby's, said it was to auc- 
tion a manuscript of Beetho- 
ven's ninth symphony. Its 
final movement includes the 
EU's "national anthem". 


Cuba cracks down 

In Cuba, summary courts 
gave prison sentences of up to 
28 years to more than 70 dissi- 
dents rounded up last month, 
in the harshest crackdown by 
Fidel Castro's regime in years. 





In Honduras, à riot at a prison 
farm left 69 people dead, in- 
cluding three visitors, and 31 
injured. 


An American pilot died when 
his plane crashed in Colom- 
bia while spraying drug crops 
with weedkiller. He is the 
fourth American working for 
his government to die in plane 
crashes there this year. A fifth 
was killed by FARC guerrillas. »» 
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Business 


Stockmarkets around the 
world made gains, as it 
seemed that the warin Iraq 

© was coming toa swift conclu- 
sion. Oil prices fell; oPEC's 
success in keeping world mar- 
kets supplied with oil during 









E i famatic: drop in prices, 
... fretted the organisation's pres- 
: ident. He called for an emer- 


es gency meeting to discuss 


cutting production quotas. 


Lukoil threatened legal action 
if its oil contracts in Iraq are 
not honoured by a post-war 
administration. The Russian 
oil giant signed a deal with 
Saddam Hussein giving it con- 
trol of a large field in the south 
of Iraq, though it was re- 
scinded last year after the Ira- 
qis learned that Lukoil was 
talking to America about a 
post-Saddam deal. 


Wim stays on 

Wim Duisenberg agreed to an 
indefinite extension of his ten- 
ure as president of the Euro- 
pean Central Bank past his 
planned retirement in July, un- 
til a (French) successor is 
found. Jean-Claude Trichet, 
the leading candidate, is 
awaiting verdict in a trial relat- 
ing to a 1980s financial scan- 
dal. If he is found guilty, the 
French have a couple of other 
candidates up their sleeves. 


Big shareholders in Medio- - 
banca set aside their differ- . 


ences to ditch the investment — 
bank's chief executive of three — |. 


years, Vincenzo Maranghi. | 


ue The London Stock Exchange 
took on a chairman from out- 
side the financial world 
Gibson-Smith, a former exec 
tive at BP, will succeed Don . 
Cruickshank on May 1$ 


| Falling arches 

- Jim Cantalupo, chief executive 

- of McDonald's, admitted that 
“We took our eyes off our 
fries”. The burger chain un- 
veiled plans to counter a de- 
_cline which saw it report its 
first quarterly loss in January. 
will cut spending by $800m 
by! o ning fewer restaurants, 
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increase dividends and make 
its products even tastier. The 
shares surged by 9%. 


Rupert Murdoch’s News Corp 
seems at last to have won its 


long battle to take on DirecTV, 


an American satellite-Tv firm 
belonging to General Motors. 
News Corp had previously 
lost to a bigger bid by Echo- 
Star, but that deal was over- 
turned by regulators. Al- 
though the $6.6 billion News 
Corp will pay is less than it 
had offered earlier, the com- 
pany’s shares fell on the news. 


An American judge blocked 
the state of Illinois from claim- 
ing $3 billion in punitive dam- 
ages from Altria, the parent 
company of Philip Morris. The 
court ruled that the state gave 
up its rights to the cash, part of 
a $10 billion settlement of a 
class-action suit, as it had pre- 
viously joined 45 other states 
in a settlement with tobacco 
companies in 1998. 


Sonic bust 

British Airways announced 
that it would cease flying Con- 
corde across the Atlantic from 
the end of October. The air- 
line blamed the downturn for 
falling demand among rich 
businessmen for expensive 
and uncomfortable super- 
sonic flights. Separately, BA 





won tentative approval from 
America's Transport Depart- 
ment for a code-sharing link 
with troubled American Air- 
lines. 








Qantas succumbed to the tra- 
vails affecting many of the 
world's airlines: economic un- 
certainty, war in Iraq and the 
SARS epidemic. The Austra- 
lian carrier said it would cut 
1,000 jobs, some 3% of the 
workforce. Cathay Pacific gave 
warning that plans to cut 23% 
of its flights may not be 
enough to cope with falling 
demand. Other airlines in the 
region announced cutbacks. 


The Carlyle Group, an Ameri- 
can private-equity company, 
agreed to buy Fiat Avio for 
€1.6 billion ($1.7 billion). Fin- 
meccanica, a state-controlled 
Italian defence contractor, is 
expected to become a 30% 
partner. The Italian industrial 
giant's sale of its aerospace 





business comes on top of 
other divestments aimed at 
raising cash after heavy losses 
at its car arm. 


Brendan O'Neill resigned as. 
chief executive of h 
Chemical Industries 
weeks after the Britis 
cal and paint firm i issued 
profit warning that sen 
shares tumbling by 40%. 










Growing slowly 
Italy is set to break the terms — PN 
of Europe's growth and stabil- 

ity pact as its deficit rises 

above 3% of GDP in 2004, ac- 

cording to a European Com- 

mission forecast. The com- 

mission also suggested that EU 
growth would tumble to 

around 1% this year. The slug- 

gish economy as much as Ital- 

ian frivolity will force it into 

the company of Germany, 

France and Portugal—Europe’s 

other budget bad boys. 


The rm forecast only a sub- 
dued economic recovery in its 
latest World Economic Out- 
look. It cut projections for 
world growth in 2003 from 
3.7% to 3.2% and predicted that 
America’s economy would 
grow by 2.2%, slower than pre- 
vious forecasts. 

Other economic data and news 
can be found on pages 88-90 
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Nemesis 


Now itis America’s moment in the Middle East 


HE fighting is not yet com- 

pletely over. Nor have Sad- 
dam Hussein’s weapons of 
mass destruction yet been dis- 
covered. But by the end of the 
third week, once the residents of 
the Shia neighbourhoods of 
Baghdad thought it safe to take 
to the streets and dance for sheer joy, it became clear that the 
regime, if not necessarily the dictator, was as good as dead. 
Like all wars, this one has had its full share of horror. But it has 
at least been remarkably swift. Better still, it is indeed being 
greeted by many Iraqis—certainly most of the Kurds, probably 
most of the Shias, and possibly much of the Sunni minority as 
well—as a genuine liberation, rather than the "liberation" the 
critics of this war have for so long insisted on putting inside 
sneering quotation marks. 





Something good has happened... 

The critics will doubtless find new reasons to cavil soon 
enough. The war was swift, but how could Iraq versus the su- 
perpower have ended any other way? What about the looting, 
the disorder, the score-settling, the perils ahead? How, exactly, 
does the Anglo-American coalition plan to plant a liberal de- 
mocracy in such barren soil? Was the war legal? Was it worth 
the damage it has inflicted on the Security Council, on Arab 
pride, on relations between America and Europe and between 
Islam and the West? Is there not a danger that, having re- 
discovered the swiftness of its terrible sword, America will 
turn too readily to the use of force in other conflicts? And so 
forth. In truth, many of these are excellent questions. But first 
the critics of this war have a duty to acknowledge that some- 
thing good has happened, and that this good has to be 
weighed in the scale against their misgivings. Quite simply, 
the people of Iraq are being delivered from a terror that has en- 
dured for more than a quarter of a century. The torture cham- 
bers are being emptied. Yes, thousands of Iraqis have died in 
this invasion; but well over 100,000 had been murdered over 
the decades by the regime itself, and perhaps half a million 
died in the dictator's pointless wars. Now, at least, Iraq can 
hope for a better future. 

Will that hope be translated into reality? It is hard to imag- 
ine any post-war dispensation that could leave Iraqis less free 
or more miserable than they were under Mr Hussein. In the 
long run, its oil should enrich Iraq. But Mr Bush has chosen a 
horribly complicated country in which to learn the business 
of nation-building he was once so anxious to avoid. The scale 
of the atrocities practised by the regime makes it inevitable 
that there will be a period of bloody revenge-taking. Sectarian 
conflicts run deep. Iraqi Arabs might once again fall out with 
Iraqi Kurds. The Kurds themselves are divided between two ri- 
valrous parties that have fought before and might do so again. 
The Shias might turn on the Sunnis or the religious on the sec- 
ular. Armed remnants of the regime could make common 
cause with the Islamists they once suppressed against the infi- 
del invaders. Or all of these things could happen at once. 


To Iraqis, moreover, America is an improbable liberator. 
Those old enough to remember it despise the Americans for 
abandoning the uprising Mr Bush's father incited in 1991. The 
younger ones have been schooled to despise America for 
(they believe) imposing sanctions on Iraq and Zionism on Pal- 
estine. To such people—and to the masses beyond who wit- 
nessed this week's startling scenes on television—the notion 
that America might be a force for good in the lives of Arabs 
must be thoroughly discombobulating. At the beginning of 
the week, much of the Arab world felt shame and rage as the 
Americans routed the Iragis. By its end, the Arabs could see 
that many Iraqis preferred liberation by the Americans to re- 
pression by one of their own. Like the toppling of the twin 
towers, the jubilant toppling of Mr Hussein's statue in down- 
town Baghdad was the sort of event that has the power to 
shape the beliefs and behaviour of millions. 

This is both a great opportunity and, surely, America's mo- 
ment in the Middle East. Mr Bush did not launch this war on 
behalf of the people of Iraq. He went to war because, after 
September 11th, the prospect that a man such as Saddam Hus- 
sein would keep his outlawed chemical and biological weap- 
ons, or obtain nuclear ones, seemed too big a danger for Amer- 
ica to live with. Nonetheless, Mr Bush has now staked his 
political future on the adventure ending right, with the cre- 
ation of a stable Arab democracy. Though he had allies, espe- 
cially the faithful Tony Blair, it will be remembered as his war, 
the one he insisted on fighting even when America tried and 
failed to get the clear mandate it sought from the Security 
Council. He has a bigger interest than any other world leader 
in winning the peace as well as the war. 

Needless to say, those who predicted with such confidence 
that America would make a hash of the war are now predict- 
ing confidently that it will mess up the peace. And so it may— 
for any or all of the reasons above. Still, failure is not pre-or- 
dained. In the unsuave way of his that has caused him to be 
chronically under-estimated in Europe, Mr Bush said at this 
week's Belfast meeting with Mr Blair that he considered Iraqis 
“plenty capable” of running their own country. At Mr Blair's 
urging, he has also promised to energise the search for peace 
between Israel and the Palestinians. Given how much de- 
pends on getting his moment in the Middle East right—from 
his own re-election to America's standing in the Islamic 
world—he has every reason to mean what he says. 


...butnotin their name 

First, though, he must deal with a complication. Having failed 
to stop the Americans and British from launching this war, 
France, Russia and Germany, which led the anti-war di- 
plomacy, are now intent on denying the victors a special say, 
let alone a free hand, in putting Iraq back together. At their Bel- 
fast summit, Mr Bush and Mr Blair promised that the UN 
would have “ a vital role" in post-war Iraq. For Jacques Chirac, 
however, this does not seem to be enough. France's president 
insists that the UN, and it alone, must rebuild the country and 
give it a new government. He will seek support for this at a 
weekend summit in St Petersburg with Russia's President » 





> Vladimir Putin and Germany's Gerhard Schröder. 

As it happens, there is a lot to be said for giving the UN a 
prominent job in Iraq. It has useful experience and dedicated 
professionals. By giving a substantial role to the world body, 
the Americans can help to persuade the sceptical that they are 
acting in a wider interest than just their own. A new Iraqi gov- 
ernment that receives a blessing from the UN, and comes into 
being by means of a procedure the UN endorses, is far less 
likely to be seen by Iraq's people as the creature of the United 
States. In short, Mr Bush himself has much to gain by using the 
UN to lower America's profile in Iraq once the war is over. And 
it would be good to mend some of the damage the pre-war rift 


did to relations within the Security Council. 

But not at any price. The danger posed by Mr Chirac and his 
salon des refusés is that they still give the impression of caring 
more about hobbling America’s power in the world than 
about helping America to achieve its ambitious aims of peace 
and democracy for Iraq. If their price for bringing the UN into 
the picture is that America must lose all its freedom of 
manoeuvre in Iraq, where it is Mr Bush who is bound to be 
blamed anyway for whatever happens, he should refuse to 
pay. It would be folly to allow the post-war transition to follow 
the enervating pattern of the pre-war diplomacy. There is sim- 
ply too much at stake to go through all that again. œ 





World economy 


Post-war blues 


Despite a quick victory in Iraq, the world economy still looks sad 


ITH the war all but over, 

its short-term economic 
impact now seems to have been 
remarkably small. A quick vic- 
tory, no big oilfield fires and the 
absence of new terrorist attacks 
have allayed economists’ worst 
fears. Far from rising, oil prices 
have fallen: to around $25a barrel, and they look likely to stay 
there. The doomsday scenario of a global recession triggered 
by along and messy war can now be dismissed. 

That is great news. But it does not mean that the world's fi- 
nance ministers, meeting in Washington, pc, this weekend, 
would be right to rest on their laurels. For the global economy 
still looks extremely sickly. Nervousness about the war was 
not the only, nor even the main, ill troubling it. Other weak- 
nesses existed long before coalition troops entered Iraq. Two 
stand out: the continuing repercussions of the bursting of the 
bubble of the 1990s, and excessive reliance on America as the 
driver of global growth. 

Since 1995 America has accounted for more than half of the 
growth in the world economy. That pattern looks likely to con- 
tinue. Opinions differ as to how strong America's post-Iraq re- 
bound will be, but nobody doubts that it will still lead the rest 
of the world. According to the imF’s latest forecasts, published 
this week, America’s economy will grow by 2.2% in 2003: not 
exactly surging, butalot more than Europe orJapan, where the 
outlook has darkened substantially. The euro area seems to be 
fast heading back towards recession, with output likely to rise 
by only around 1% this year. Germany, Europe's biggest econ- 
omy, is barely growing at all; its output this year will rise more 
slowly even than Japan's (see page 62). 

America's relative strength owes a lotto the flexibility of its 
economy and to continuing strong growth in productivity. But 
it also comes from fortuitously good macroeconomic policy. 
Asthe economy stumbled over the past two years, the Federal 
Reserve cut interest rates dramatically and quickly. Short-term 
rates are now at 1.25%. Given today’s fragilities, there is a case 
for even looser monetary policy. If the economy falters once 
more, the Fed is likely to respond again. Fiscal policy, too, has 
given a boost, as America's federal budget has swung sharply 
into deficit. Spending on the war and homeland security is 





soaring. Even though Mr Bush's tax plan has run into trouble 
in Congress, more tax cuts are likely. 

This may be good for the world economy in the short term, 
but too much reliance on America to drive global growth 
courts medium-term disaster. America's current-account defi- 
citis over 5% of GDP. Future deficits of 7% of GDP or more are 
possible. Such imbalances are unsustainable. The bigger 
America's current-account deficit, the greater the risk that it 
will trigger a collapse of the dollar followed by new protec- 
tionist pressures-and maybe lead to a global slump. 


The onus outside America 

Stronger growth beyond America is needed urgently. That de- 
mands wotk on several fronts. A speedy revival of the stalled 
Doha round of trade talks, for instance, would brighten the 
prospects for developing countries. In the meantime, the main 
responsibility lies with the world's biggest stagnant econo- 
mies: continental Europe and Japan. 

In Europe that requires both faster liberalisation and better 
macroeconomic policies. A new IMF study suggests that de- 
regulation could add 10% to Europe's Gpp in the medium 
term. The German government's plans to improve work in- 
centives are no more than a start. Monetary policy should also 
be looser. With economies so weak and spare capacity so 
high, deflation is a serious risk. The European Central Bank 
should recognise this and cut rates fast. And the fiscal focus 
should switch to stimulus, as it has in Britain. Only once Eu- 
rope's economies are growing will it be right to tackle the lon- 
ger-term health of the public finances. Itis absurd to cut spend- 
ing and raise taxes in the teeth of a recession, as the European 
Commission is demanding in accordance with its comically 
misnamed stability and growth pact. 

Japan's mess shows how hard monetary policy is when de- 
flationary expectations are entrenched. There, too, more could 
be done to convince consumers that stopping deflation is the 
government's overriding goal. And it must be supported by 
more vigorous corporate and financial restructuring. 

These actions, even if taken together, may be too little to re- 
verse the lopsided pattern of global growth overnight. But 
they should gradually begin to reduce today's reliance on 
America. In the long term that, even more than a victory in 
Iraq, is the key to a buoyant world economy. & 
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Dealing with North Korea 


Diplomacy needs backing 


America needs more help from the neighbours 


HIS week an unrepentant 

North Korea became the Nu- 
clear Non-Proliferation Treaty's 
first official drop-out. The NPT is 
the world's bulwark against the 
spread of nuclear weapons, so 
why has the UN Security Coun- 
cil taken until this week-three 
months after North Korea's boss, Kim Jong Il, announced he 
was tearing up the treaty—even to meet to discuss the issue? 
Because China and Russia, whose governments roundly criti- 
cised America for acting unilaterally, without formal UN 
blessing, to disarm Iraq, have been pushing America to deal 
with North Korea's weapons of mass destruction ambitions, 
well, unilaterally and without formal un blessing. They, and 
neighbouring South Korea and Japan, also want the matter 
handled peacefully. If so, they need to do more to help. 

Prickly North Korea says it will deal only with America. It 
pulled out of the NPT, it says, because it felt threatened and the 
treaty provided no defence (nor should it, of rule-breakers). In- 
stead Mr Kim wants America to sign a separate bilateral non- 
aggression treaty, and threatens all sorts of dire consequences 
unless he gets his way. He claims that America's call for others 
to join in any talks is meant to put pressure on North Korea. 

In that, Mr Kim is right. Back in 1992, when North Korea was 
first caught breaking the NPT by producing more bomb-usable 
plutonium than it had owned up to, America looked to the Se- 
curity Council and to the neighbours for help and got none. It 
was left to scramble together a deal that promised the North 
energy help, including two western-designed nuclear reac- 
tors, in return for the freezing and dismantling of its pluto- 
nium-making. But America's weak hand meant that North Ko- 





Cuba 
Castro cracks down 


rea got away without proper checks on its nuclear industry. 
And last year Mr Kim was caught secretly enriching uranium. 
So America is determined that this time North Korea's bomb- 
tinkering must end, verifiably and for good. 

That is, assuming North Korea is looking to trade in its 
bomb-making. Might Mr Kim be calculating that he can hang 
on to any weapons he has and build more, using more threats 
to extract still more bribes from his alarmed neighbours? No 
one, not even half-friendly China, really knows. Talks are a 
way to find out. But meanwhile expect Mr Kim to keep ramp- 
ing up his demands, unless China, Russia, South Korea and Ja- 
pan all help America draw a line. 

With reluctance, they are starting to do so. China is pressing 
North Korea to accept a multilateral cover, so that direct talks 
with America can happen behind it-and may have had to 
turn off its oil taps briefly in February to get Mr Kim's attention. 
Japan says promises of future aid and better relations will be 
off the table if Mr Kim starts making more plutonium or fires 
off another of its far-flying rockets. South Korea is touting a 
“road map” that is meant to reassure America by encouraging 
North Korea to negotiate in good faith. 


No cheat and repeat 

And if it doesn't, or refuses to talk at all? Then sterner mea- 
sures will be needed. This crisis has already dampened invest- 
mentin South Korea's economy and led some in Japan to won- 
der whether they should have nuclear weapons of their own. 
Yet so far China has blocked condemnation of North Korea's 
actions at the Security Council, let alone talk of sanctions. 
That is a mistake. For unless America is given as strong a dip- 
lomatic hand as possible this time, North Korea may miscalcu- 
late that it can again cheat and get away with it. m 


Cuba's regime is engaged in a new round of political repression 


HILE the world was dis- 
tracted by the start of the 
war in Iraq, Fidel Castro, a mas- 
ter of the dark arts of propa- 
ganda and repression, un- 
leashed the harshest crackdown 
on dissent in Cuba since at least 
1994. This week, in summary 
trials, courts were handing out sentences of up to 28 years in 
prison to the 78 people arrested. They are charged with con- 
spiring with the United States. Their crime is that they met 
some American diplomats. 
Since the fall of the Berlin Wall and the ending of Soviet 
subsidies, Mr Castro has been forced into a delicate balancing- 
act. He presides over a dual economy: enclaves of foreign in- 





vestment and tourism coexist with the dreary incompetence 
of central planning. Politically, he brooks no serious challenge 
to the Communist Party’s monopoly of power. Dissidents 
have therefore been harassed as much as is necessary but, in 
deference to his trading partners in Europe, Canada and Latin 
America, tolerated as far as possible—until now. 

The new crackdown suggests that Mr Castro is more rattled 
than he has been letting on. Thanks mainly to the worldwide 
slump in tourism, Cuba’s economy is again in the doldrums. 
And for the first time, his control has come under credible, if 
still largely symbolic, threat. Last year a new group, the Varela 
Project, named after a 19th-century Cuban patriot and of 
Christian-democratic inspiration, launched a petition to de- 
mand basic political freedoms. It claims that so far some 
20,000 Cubans have been brave enough to sign. 


p “is we aati al iTS | 
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Against this mosquito, Mr Castro deployed an elephant: his 
regime somehow managed to persuade 8m Cubans to sign a 
counter-petition. But two things make the Varela Project hard 
to brush off. First, unlike most of the opposition, the move- 
mentis based in Cuba, not Miami. Second, it says it accepts the 
constitution and is committed to peaceful democratic change. 
The arrests are clearly aimed at smashing this incipient chal- 
lenge: many of the detainees were grassroots activists for the 
project, and 28 were independent journalists (see page 41). 

So as a curtain of silence again falls over Mr Castro's island, 
how should outsiders react? The United States now has a 
muddled twin-tracked policy towards Cuba, one that mirrors 
Mr Castro's own strategy. Congress, at the prompting of the 
mid-western farm states, has punched self-interested holes in 
the 42-year trade embargo against the island. To compensate, 
the Bush administration has stepped up self-defeating at- 
tempts to support the dissidents—providing Mr Castro with a 


Britain's economy 


The budget that wasn’t 


Britain has a two-faced chancellor 


UDGETS used to be grand oc- 

casions in Britain, and they 
are still supposed to be full of 
initiatives. This one was not, 
which is fine. The chancellor of 
the exchequer, Gordon Brown, 
hitherto a seriously hyper-ac- 
tive type, needed a break from 
using fiscal policy to mend every last thing in the economy 
that does not work exactly as he thinks it should, and so did 
the country. There were a few gestures of that Brownian kind 
on April 9th—how could there not be?—but the chancellor's 
heart was not in it, and he used most of his time for the com- 
paratively harmless purpose of bragging about how well he 
and his economy are doing. 

Much of this boasting, more than many voters might think, 
is actually justified. By the standards of other rich countries, 
the British economy is doing wellin difficult circumstances. As 
the chancellor said, Britain has faster growth and lower unem- 
ployment than most others; its inflation is low; its public bor- 
rowing is not excessive, allowing for the country’s position in 
the business cycle; and its public debt is modest. Growth is un- 
doubtedly fragile, given the risks of a worse downturn in the 
world economy (as the chancellor emphasised), and the wor- 
ryingly rapid accumulation of personal debt that has helped 
to buoy consumption (which he neglected to mention). But 
fragile growth at Britain’s rate of 2.2% during 2002 is still a lot 
nicer to have than fragile growth at France's 1.7%, Italy's 1.0% or 
Germany’s 0.5%. 

Moreover, economic policy deserves much of the credit for 
this. The best thing this chancellor of the exchequer did and 
most likely ever will do was his very first act as finance minis- 
ter: he gave the Bank of England a huge piece of his job, in the 
form of operational control of monetary policy. His bold deci- 
sion to separate interest-rate changes from short-term political 
calculations has proved an unqualified success. The compara- 
tive strength of the public finances is also Mr Brown’s doing—a 








rhetorical pretext for the crackdown. 

The trade embargo has indisputably failed to unseat Mr 
Castro. It simply allows the old autocrat to wrap himself in the 
flag of Cuban nationalism. This newspaper has long called for 
itto be scrapped. If thatis too much for an administration with 
many friends in Florida, then at least the White House should 
make it clear that it would end the embargo in return for steps 
towards respect for human and political rights in Cuba. 

As for the European Union, it is negotiating Cuba’s entry 
into its Cotonou preferential trade pact. “Respect of human 
rights and fundamental freedoms are essential elements” of 
Cotonou, according to the Eu’s development commissioner. 
Cuba plainly fails to comply. The Eu should heed the dissi- 
dents’ calls to stop the talks. Trade, but without preferential 
alliances and other gestures of friendship and confidence, will 
be the right policy as long as Cuba remains the only country in 
the Americas where political freedom is wholly absent. = 


tribute to his fiscal conservatism. Make that fiscal Conserva- 
tism, in fact, because Mr Brown's strategy was to abide by the 
Tories' austere public-spending plans during Labour's first 
years in office. The surpluses thereby created were used to pay 
down debt, and gave the government its present ample room 
for manoeuvre. 

On macroeconomic policy, Mr Brown has done well. The 
failures lie elsewhere, in microeconomic strategy. 

The government has abandoned its early inherited re- 
straint over spending. It is freely pouring cash into the public 
sector, into health care and education especially. Given that it 
rightly intends to maintain curbs on borrowing, this means 
substantially higher taxes. After this budget-that-never-was, 
taxes are nonetheless going up by some £8 billion a year be- 
cause of measures (notably, higher national-insurance con- 
tributions and frozen income-tax allowances) which the chan- 
cellor prepared earlier. Taxes as a proportion of national 
income are now on a firmly rising trend, climbing roughly in 
parallel with the ambition of the government's extravagant 
promises of improvements in public services. 


Let it rain 

If those improvements materialise, then Britain may well 
judge that higher taxes are a price worth paying. The chances 
are they will not, and the reason, once again, is the chancellor. 
The formidable Mr Brown shows no desire for fundamental 
reform of the great public-service monoliths—quite the oppo- 
site. Also, because of its abruptness, much of his monsoon of 
additional resources will fail to seep through to the quality of 
services supplied; instead, it will mostly wash away in inflated 
costs and higher public-sector wages. 

In macroeconomic policy, Mr Brown is a huge improve- 
ment over previous Labour chancellors, not least because he 
understands the Treasury’s limitations in that sphere. In mi- 
croeconomic policy, Mr Brown has no such sense of fallibility. 
His vision is taking Britain back whence it came, to high taxes, 
high public spending and third-rate public services. m 


ways to make a difference 


HARVARD'S JOHN F. KENNEDY SCHOOL OF GOVERNMENT IS PLEASED TO ANNOUNCE EXECUTIVE PROGRAMS 
CIN 2003 DESIGNED FOR AN INTERNATIONAL AUDIENCE OF POLICY MAKERS, ANALYSTS, AND SENIOR MANAGERS. 


leaders in Development: Managing 

Political and Economic Reform 

June 9-20, 2003 

Problem-solving, analytic and strategic skills needed to implement 
major politica! and economic reform and institutional change. 


Understanding Environmental Economics 

May 17-23, 2003. 

À practical introduction for the non-economist, leads public and 
private sector officials toward a greater understanding of 
economic aspects of environmental problems and policies. 


The Art and Practice of Leadership Development 
April 25-May 2, 2003 

For senior level consultants, professional trainers, academics and 
practitioners of leadership education and training. Explores 
innovative approaches to leadership education through day-long 
teaching demonstrations/debriefs, small group work, experiential 
exercises and practice teaching sessions. 


Senior Managers in Government 

July 27-August 15, 2003 

For senior executives in the federal government and their 
private sector and international counterparts. Focuses on 
management of change, policy analysis, negotiation, leadership, 
strategy, and organizational management. 


Corruption Control and Organizational Integrity 
June 8-15, 2003 | 

Deepen your understanding of the circumstances that lead to 
corruption, explore a full range of intervention strategies, and 
design sustainable control systems. 


Infrastructure in a Market Economy 

July 13-25, 2003 

Focus on how to develop effective private-private partnerships in 
infrastructure that are technically defensible, economically 
feasible, and politically sustainable. 


Science, Technology and Innovation Policy 
November 30-December 12, 2003 

Enhance the capacity of high-level decision-makers in 
government and civil society around the world to incorporate 
science and technology inte national development policy. 


Strategic Public Sector Negotiation 

May 12-16, 2003 

For senior level executives in government and their 
international equivalents, and senior executives in private and 
nonprofit organizations with heavy government interface. 
Negotiating successful formal agreements and productive 
informal understandings. 


Financial Institutions for Private Enterprise 
Development 

August 31-September 12, 2003 

A practical guide to the financing of micro, small, and medium 
enterprises (MSMEs), including how to design appropriate 
financial instruments and adopt market oriented management 
approaches. 


The Practice of Trade Policy: Economics, Negotiations, 
and Rules 

September 28-October 10, 2003 ` 

Exposure to advanced concepts in international trade economics 
and institutional analysis with state-of-the-art training in- 
negotiation, involving both developed and developing countries. 


For brochure and application, please contact: 
Enrollment Services 

Phone: (617) 496-0484, ext 292, 

E-mail: KSG. Execkd@Harvard.edu 

internet: http://www. execprog.org 


HARVARD UNIVERSITY 
John F. Kennedy School of Government 
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Rebuilding Iraq 


SIR - You underplay the risks 
that America faces in Iraq in 
light of what we know about 
urban warfare, the prevalent 
attitude towards the United 
States in the Middle East, the 
fractious nature of Iraq, its un- 
scrupulous neighbours, the 
chaotic nature of Iraqi politics 


prior to Saddam Hussein’s dic- 


tatorship and the lack of alter- 
native leadership (“At the 
gates of Baghdad", April sth). 
As for establishing a liberal de- 
mocracy in iraq, I remain un- 
impressed with the Bush 
administration's ability to 
handle unruly foreign political 
bodies. 

Israel's intervention in Leb- 
anon in 1982 is instructive. It 
was initially greeted by jubi- 
lant villagers in Shia towns 
grateful to see the Palestinian 
militias removed. A few 
months later, those same peo- 
ple lent their sons to Hizbullah 
to remove the Israelis. The fi- 
nal result for Israel after a uni- 
lateral withdrawal many 
casualties later: a dented repu- 
tation for invulnerability, the 
ceding of political oversight in 
Lebanon to Syria and the ele- 
vation of Hizbullah to a 
power in Lebanese politics. Is- 
rael turned a chaotic state into 
one united in opposition to Is- 
rael and supplied a model for 
the Palestinian intifada. 

While I have no doubt that 
the Iraqis will be pleased to 
see the back of the Baath 
Party, the task the coalition 
has set for itself would bea 
tall order for the most skilful 
of nation builders. I fear that 
George Bush will come to re- 
gret having lost his initial dis- 
taste for that activity. 

MARLIN LATHROP 
San Francisco 


SIR - Lobject to the con- 
descending and insulting tone 
with which you describe Ar- 
abs. You suggest that democ- 
racy has “eluded” Arab. 






nations largely through afai ES 


ure of Arabs to embrace it. A 
look at history would say oth- 
erwise. During the Iran-Iraq. 
war, America provided Sad- 





expertise that kept him in 


power and America continues 
to back the house of Saud de- 
spite its oppressive stance 
against democracy. What Ar- 
abs need is liberation from 
America. 

HOMA MOJTABAI 

Rostock, Germany 


SIR - You callously say that 
the fewer than 1,000 civilian 
deaths in two weeks of fight- 
ing are negligible by the stan- 
dards of war. Perhaps next 
time a terrorist group strikes a 
western target in what it con- 
siders a just war, you will 
elaborate on why civilian 
casualties are negligible in one 
case but not in another? 

CHRIS MAROLF 

Menío Park, California 


SIR - The main reason for go- 
ing to war was to get rid of 
Iraq's weapons of mass de- 
struction. It seems odd that 
the lack of wMps is scarcely 
mentioned by The Economist. 
LUDO MARCELIS 

Roeselare, Belgium — 


No French poodles 


SIR - Whatever happened to 
the pre-war objective analysis 
in The Economist (“Can Gaull- 
ism work today?”, March 
29th). President Jaques Chirac 
was elected less than one year 
ago with 80% of the popular 
vote. His policy is supported 
by 85% of the French popula- 
tion. The French position on 
Iraq is not politicking, it is just 
what French people think. It 
seems that freedom of speech 
and politics, which the Anglo- 
Saxon world so ardently de- 
sires to impose in Iraq, is not 
allowed in France. If you no 
longer drink our champagne 
nor holiday in the Dordogne, 
so be it; but we will be no- 
body’s poodle. 

RICHARD VINSON 

Olivet, France 


= EU's man in Havana 


"SIR The European Commis- 


sion has indeed opened a per- 
manent representation in 


^ ;: Havana, in February 2003 
dam with the weaponry and (Wary partners", March 15th)... 


Cuba is the only country in 


Latin America and the Carib- 
bean with which the gu has 
no formal co-operation agree- 
ment but I am afraid your as- 
sumption that the “new office 
will only deal with trade mat- 
ters” is a far cry from reality. 
Given the European Commis- 
sion’s competencies in this 
field, trade will certainly be an 
important issue, but as impor- 
tant are development co-oper- 
ation (the commission is 
financing some 45 ongoing 
projects in the country) and 
political relations. 

SVEN KUHN VON BURGSDORFF 
Chargé d'affaires 

European Commission 
delegation 

Havana 


Miscalculation? 


SIR - Your article on number 
theory is aptly titled (“Primed 
to go”, March 29th). The In- 
dian mathematicians who 
provided the breakthrough 
were “primed to go” to Amer- 
ica to receive an award at the 
Clay Mathematical Institute in 
Boston. Unfortunately, the 
State Department decided 
against the issuance of visas 
for the trip, presumably on the 
grounds that mathematicians 
from the sub-continent might 
constitute a terror threat. Ironi- 
cally, itis America’s National 
Security Agency that would 
stand to benefit the most from 
leading basic research such as 
this into applications like co- 
debreaking that might well 
aid it in its “war on terror". 
SANJI SHIVALINGAM 

Sydney 


Forget the debt 


SIR - Your suggestion that 
campaigns to persuade com- 
panies to drop old compensa- 
tion claims against 
debt-strangled poor countries 
will deter investment is not 
borne out by fact ("Forgive 
debt, not theft", March 22nd). 
Oxfam's campaign against 
Nestlé's demand for $6m from 
Ethiopia, where 11m people 
face starvation, has not led 
Nestlé to pull out from that 


country. Rather, the company - 


has committed to spend any 
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money it receives on famine 
relief and will continue toin- — 
vest in Ethiopia. 

The campaign was moti- .- 
vated by the fact that Nestlé’ S 
claim was as dubious asit was 
disproportionate. Ethiopia 
had already said it was pre- 
pared to pay compensation of 
$1.5m and had asked MIGA, 
the World Bank's agency that 
helps resolve disputes and 
promotes investment in 
emerging economies, to nego- 
tiate a fair deal. There is no 
business case for companies 
to demand excessive amounts 
for old debts incurred during 
nationalisations carried out 
decades ago under previous 
administrations. Any losses to 
companies from such nation- 
alisations have long since 
been written off. The deci- 
sions by Iceland and Nestlé to 
drop their claims were a 
timely recognition of the need 
to make trade fair by improv- 
ing the balance between the 
pursuance of profit and the 
needs of the poor. 

BARBARA STOCKING 
Director 

Oxfam 

Oxford 


Don't forget Congo 


SIR - You report that 3.5m peo- 
ple may have died in Congo's 
five-year civil war (“Peace, 
they say, but the killing goes 
on", March 29th). The main 
killers-malnutrition, diar- 
rhoea, malaria and obstetric 
complications—can be coun- 
tered significantly by humani- 
tarian aid. Yet funds are in 
short supply. With eyes di- 
verted to Iraq, hopefully aid to 
tragic countries like Congo: 
will not also be diverted, ` 
though there are worrying . 
signs in America and Britain - 
that this may happen. Must 
the poorest and most deprived | 


nations also pay a price for the 


Gulf war? 
GEOFF PRESCOTT 


| London m 





Pear ational deiode aie rrt arri ae te aep do ied ero gti et fl rN GABE A ASL tre ee S AM AAA eH AH, AE DUANE AAAS Bt HA MS ce AIA ANAGRAM ARIS A AMA AR AAA MNT DA AH UA a AM: 


. Executive Focus 




















This is 3 nal opportunity for an enterprising strategist with a 


combinatior 





juisitive economically Uterate intellect and deft 

j ovide wide-ranging support to the work of a 
regulatory body. 

f the Gas and Electricity Markets Authority 
egulating the gas and electricity industries in 

è £13bn annually to GDP. The primary duty 

the interests af consumers — present and 


and has respo 
Britain. These 
of the Authori 
future - wherever ap 
The Authority also must 
on social and environmental issues, It has specific duties in relation 


through promoting effective competition. 
st have regard for broader Government policies 


to security of gas and electricity supply. For more information see 
www.ofgem.gov.uk. 

The Strategy Director leads a small team that has responsibility for 
developing policy on a range of issues which have strategic implications 
for the gas and electricity industry and for their regulation in future. The 
team made an active contribution to the government's debate 










on energy policy in advance of the recent White Paper. 
Many of the issues which will provide 
foci for the team's work in 


Strategy Director 


——————————————————————————————ÓÓM Qn E heer e 






London 


coming years will arise from the White Paper, and others may inciude 
security of supply. 
The person appointed will have a sound grasp of the economic and E i. 
social issues which underpin the regulatory work of Ofgem — although: : it 
experience of the energy industry is not essential He or she will be a 
proven strategist with an ability to work across a broad range of issues. 
in addition to this, the cross-cutting nature of the strategy team's work ó 
within the organisation mean that it is crucial that the appointee be abie 
to work in a collaborative and diplomatic fashion. 
For further information, including how to apply, please refer to 
our advisors website at WWW.SAXBAM.COM/ARC — or email 
DOFN@SAXBAM.CO.UK. If you do not have access to the intemet/email 
please telephone +44 (0) 1483 409 713 (during office hours) before 
Tuesday 29 April 2003. Quote reference: DOFN/E. i E: 
Applications will close on Tuesday 6 May 2003. 
*This salary is negotiable and more may be offered for an 
exceptional candidate 
SAXTON BAMPFYLDE HEVER 


THE AMROP HEVER GROUP 
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THE UNIVERMTY 
Of MANCHESTER 


A person of outstanding ability is sought to shape and lead the new 
university in Manchester that will come into being in Autumn 2004, With 
a turnover of nearly £500 million and a student population of some 
30,000 the new university will ensure Manchester's place at the centre 
of world class research and learning. It will bring together the University 
of Manchester and the University of Manchester Institute of Science and 
Technology (UMIST). It will be the largest unitary university in the UK 
and will compete with the very best universities in the world. 

The new institution will place a premium on innovation and leading- 
edge multidisciplinary research and will aim to provide staff and 
students with an environment for research and learning that is second 
to none. The university will be outward looking and responsive, building 
links with commercial and university partners throughout the world. 

The inaugural President will be the most senior executive of the new 


university and will play a crucial role in bringing UMIST and the 
University of Manchester together in the period leading 







up to Autumn 2004 and in taking the new 
institution forward in the years 
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N President 





that follow. He or she will give leadership and strategic direction to 

the new university and will be closely involved in determining the overall 
shape of the academic and management structure and in appointing the 
senior management team. The President will also have a key role to 
play in building external partnerships. 

Candidates will have an outstanding track record of leading complex 
change at a senior level and of building successful internal and external 
relationships. They will also have a deep commitment to the cause of 
world class research and learning and an enthusiasm for all that the new 
university is seeking to achieve, 


For more information, including how to apply, please refer to our 
advisor's website at WWW.SAXBAM.COM/ARC using job reference 
DMNAJ/E. Alternatively email DMNA@SAXBAM.CO.UK. if you do not 
have access to the internet/email please telephone +44 (0) 1483 409 
713 (during office hours - GMT) before 29 April 2003. Applications 


should arrive not later than noon on 2 May 2003. 


SAXTON BAMPFYLDE HEVER 


EIER DERE PR rte 


THE AMROP HEVER GROUP 
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ui INTERNATIONAL F FUND FOR 

S AGRICULTURAL DEVELOPMENT (IFAD) 
M Via del Serafico No. 107, 00142 Rome, Italy 

Fax: +39 06 5043463, E-Mail: vacancy@ifad.org - 





SECRETARY OF IFAD (D-1) 


Duties and responsibilities 
The Secretary of IFAD serves as secretary of the Governing Council 
(GC) and the Executive Board (EB). In this regard the incumbent 

co-ordinates closely with representatives of member states, 

particularly the convenors of IFAD's three country lists. 

The office of the Secretary includes the functions of the governing 

bodies, member relations and protocol unit, language services unit, 

“information resource centre and conference services unit. 

In consultation with Senior Management, the incumbent will 
-establish the office's priorities and organise the programme of work 
|. and budget of the division to ensure that its human and financial 
resources are professionally managed to meet objectives. The key 
. responsibilities of the job are to: 

. * Motivate, coach and support the staff of the division to create a 
coordinated team working towards common goals and objectives; 
«Manage staff performance and development through regular 
performance feedback, counselling and career planning; encourage 

initiative and innovation and foster teamwork; 

.* Plan and manage the smooth functioning of: official governing 
body meetings each year, i.e. the three Executive Board sessions, 
the annual Governing Council, and the related subordinate bodies, 
such as the audit and evaluation. committees, replenishment 
consultation; 

* Direct and oversee other non-governing body activities such as 

conferences, workshops, seminars, etc; and 

e Responsible for: matters and policies pertaining to 

membership/relations with member states; IFAD official 
correspondence, documents, and records, librarv and archives. 


Desired qualifications and experience 

* Advanced university degree in management, economics, 
business administration or similar field; 

* Extensive proven track record with strong managerial capacity 
and focus on managing human resources; and 

«A working knowledge of Microsoft packages and electronic 
communication. 


Communication skills 
* Excellent written and verbal communication skills including the 
ability to set out a coherent argument in presentations and group 


interactions in English, knowledge of other official languages of | 


IFAD will be an asset; and 


*Good knowledge of Microsoft packages and electronic | 


communication. 


- Managerial skills 
-+ Strong leadership ability in a multicultural setting and the ability 
to accomplish work through motivating people and encouraging 
team work; 
* Sharp conceptual vision and leadership capacity; 
* Teamwork and co-operation; 
* Ability to inspire teams to outstanding achievement; and 
* Information seeking, analytical and conceptual thinking. 


Please forward your application in duplicate to Office of Human 
Resources no later than 12 May 2003. For more details please visit 
our web-site at www,ifad.org. Please note that any application 
received by IFAD after the closing date will not be considered. 


Due to the number of applications anticipated, 
only short-listed candidates will receive an QOVIDWIOEEIEUI 








V INTERNATIONAL FUND FOR. . 
QA AGRICULTURAL DEVELOPMENT (IFAD) 


Via del Serafico No. 107, 00142 Rome, Italy 
J L Fax: +39 06 5043463, E-Mail: vacancy@ifad.org 


DIRECTOR (D-1), 
NEAR EAST AND NORTH AFRICA DIVISION 


The Director, Near East and North Africa Division, oversees IFAD's 
relationships with member countries in the region, Eastern Europe and 
Balkan countries and the division’s portfolio of ongoing and planned 
projects, programmes and technical assistance grants. 


Duties and responsibilities 

Under the overal] guidance and supervision of the Assistant President, 

Programme Management Department, the Director is responsible for 

planning, managing and supervising the divisional programme of work and 

budget. The incumbent will lead, manage and motivate a team of country 
portfolio managers, regional economist, consultants, programme assistants | 
and administrative staff. 

In consultation with Senior Management, the incumbent will establish the 

division's priorities and organise the work of the division to ensure that its 

human and financial resources are professionally managed to meet 
objectives. The key responsibilities for the job are to: 

* Motivate, coach and support the staff of the division to create a 
coordinated team that works towards common goals and objectives; 

* Manage staff performance and development through regular Peers 
feedback, counselling and career planning: 

*Lead the process of regional strategy formulation and ensure 
coordination between the corporate and divisional! strategy formulation 
and implementation; P 

* As a member of the PMD management team, contribute to horizontal and 
vertical communication and knowledge. sharing in and beyond the 
department; i 

* Provide leadership in all phases. of the project eyel 
management and impact assessment; i m 

* Develop strategic partnerships with borrowers, bilateral regional and 
multilateral development agencies, non-governmental organisations and 
academic institutions for the purpose of project/program co-operation, 
knowledge sharing, policy dialogue and resource mobilisation; 

* Encourage initiative and innovation; and 

* Foster teamwork. 









| duding portfolio 


Desired qualifications and experience " 

* Advanced university degree in economics, i anal economics, rural 
development or similar field; 

* Extensive experience at progressive senior levels in planning, managing 
and/or evaluating rural development activities, preferably in the region 
and knowledge about development and rural development in the region; 
and building partnerships with various stakeholders; and 

* Demonstrate ability to build partnerships with various stakeholders, 


Communication skills 

* Excellent written and verbal communication skills, including the ability 
to set out a coherent argument in presentations and group interactions in 
Arabic and English, working knowledge of French would be an added 
asset; and 

*A working knowledge of Microsoft packages and electronic 
communication. 


Managerial skills 

* Strong leadership ability in a multicultural setting and the ability to 
accomplish work through motivating people and encouraging team work; 

* Sharp conceptual vision and leadership capacity; 

* Teamwork and co-operation; 

* Ability to inspire teams to outstanding achievement; and 

* Information seeking, analytical and conceptual thinking. 


Please forward your application in duplicate to Office of Human Resources 
no later than 12 May 2003. For more details please visit our web-site at 

"ww.ifad.org. Please note that any application received by IFAD after the 
losing date will not be considered. . | 





Due to the number of applications anticipated. 
only short-listed candidates will receive an acknowledgement ` 
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Executive Focus 


or of the Economic Research - 
e of Northern Ireland 


_ Permanent Appointment 
| Salary: from £70,000 to £95,000 (final salary package negotiable) 





(The starting salary will normally be at the minimum point but consideration may be given to a higher starting salary for an 
exceptional candidate) 


Applications are invited for the post of Director of the Economic Research Institute of Northern Ireland (ERINI). 


ERINI is a new independent economic research body, which is being established later this year. It will assume the functions of 
the Northern Ireland Economic Council and the Northern Ireland Economic Research Centre. ERINI will have two primary 
functions: the provision of economic research (primary and secondary) and analyses and advice aimed at challenging and 
developing policy-making and strategic thinking in Northern Ireland; and the provision of an economic research consultancy 
service on a commissioned basis to Government Departments, the Northern Ireland Assembly and others. 


ERINI will be situated in the greater Belfast area. The Director will be responsible for managing a team of professional. and 
administrative staff and an annual budget of around £1 million, part of which will be earned through commissioned research. — 
Applicants should note that travel throughout Northern Ireland and beyond will be part of the job. E 


To be considered for this unique and challenging opportunity, applicants must be able to demonstrate by the closing ENS: E 
applications that they: 


1) possess a first class or upper second class primary degree in economics or a related discipline in which economics has 
been a major component of study and a post graduate degree in economics or related discipline in which economics 
has been a major component of study; 


2) havea proven track record of high quality peer reviewed academic research pM and/or a wide range of quality 
policy-relevant research papers within the past 7 years; 


3) have, within the last 5 years, successfully discharged human resources jd financial senior management responsibilities 
in an academic, research and/or public policy organisation for a period of at least 3 years; | 


4) have the ability to quickly understand the role and obligations of the Accounting Officer; 


5) have, for at least 1 year within the last 3 years, experience of taking personal Spore for managing a programme of 
major change; | | 


6) have highly developed inter-personal and communications skills and possess excellent ana ical I sls 


7) have proven ability of providing innovative and imaginative leadership including team DUANE T motivation of staff and 
staff development; 









8) have demonstrated, in a time of change, both commitment to change and an ability to manage the change process to 
create an effective operational unit with shared vision, values and goals; and | 


9) possess a knowledge of, or the ability to quickly understand the economic, political and social environment of 
Northern Ireland. 


For an application form and more detailed information, including the duties and responsibilities of the post, as well as the criteria to be used. a 
during the recruitment and selection process, write to Recruitment Service, Northern Ireland Civil Service, Orchard House, 40 oe Steet, | 
Londonderry, BT48 6AT or email recruitment.cpg 2 dfpni.gov.uk or visit the Recruitment Service Web-site www.nics.gov. 
All requests must include your name, address and reference number PB/04/03. Completed application forms must be ed to arrive not 
later than 12.00 pm (UK Time) on Friday 9th May 2003. 
ws M APPLICATIONS FOR EMPLOYMENT ARE CONSIDERED STRICTLY ON THE BASIS OF MERIT 













E RE COMMITTED TO EQUALITY OF OPPORTUNITY AND WELCOME APPLICATIONS FROM SUITABLY QUALIFIED PEOPLE IRRESPECTIVE OF RELIGIOUS BELIEF, GENDER, DRABINY = 
, POLITICAL OPINION, AGE, MARITAL STATUS, SEXUAL ORIENTATION, OR WHETHER OR NOT THEY HAVE DEPENDANTS. m 
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Executive Focus 


The International Training Centre of 


V| The International Labour Organization, Turin (Italy) 
bv i 


Senior Programme Officer 


International Labour Standards & Human Rights 


One year contract - renewable 
As part of the ILO, we provide training and learning opportunities for ILO constituents and partner 
organisations in social and economic development. Within this context, the Technical Programme 
designs and implements training and learning activities in the field of International Labour 
Standards & Human Rights. 


The Role 

M The incumbent organises, manages and 
unplements training programmes, projects 
and activities in the area of international 
labour standards, in particular in the area of — 1 Extensive — progressively — responsible 
freedom of association and collective professional experience, of which 3 years in 
bargaining (FOA & CB} Provides an international context, — including 
authoritative technical advice and feedback to experience in the organisation, management 
management. and implementation of training programmes. 


Kosovo Trust Agency 


The European Union Pillar (EU Pillar) of the United Nations Mission in Kosovo is the primary 
agent for economie change and restructuring in the Province. Within the EU Pillar, the Kosovo 
Trust Agency (KTA? takes action to preserve or enhance the value, viability, and corporate 
governance of Socially and Publicly Owned enterprises. The Socially Owned Enterprises 
Division of the KTA administers and takes the lead in the privatisation of the approximately 
400 Socially Owned Enterprises (SOEs) of a commercial and industrial nature on the territory 
of Kosovo. The Publicly Owned Enterprises Division administers and oversees over 50 
enterprises ranging from public utility providers to transport and telecommunications. 


The Person 
- Advanced university degree in law, with 
specialisation m (international? labour law. 


In this context the KTÀ is seeking mature professionals with the following profiles: 


Head of Legal Department 
Deputy Manager Airport Sector 
Deputy Head of Finance 
Head of Water Sector 


wt Familiarity with the ILO mandate, its 
Strategic and operational objectives, 


| implements training activities in co-operation 
with regional or administrative units at the 


The selection criteria and background for the positions are: Centre. the ILO. donor and government 


agencies, and partner institutions. Keeps 
on going contacts with them. 


Relevant advanced academic qualification in the respective professional area 
Self-starters motivated to excellence and wanting to contribute to the task of fostering 


especially in the area of ILS, the declaration 
on fundamental rights at work and freedom 
of association and collective bargaining. 


peace and economic development 

Excellent speaking and writing ability in English. Experience of working in Central and 
Eastem Europe or in the Balkans is an added advantage 

Prior international experience, enabling candidates to provide the knowledge 
frameworks and transitional modalities in the respective job areas 

Strong managerial and communication skills. Energetic, culturally sensitive and 
politically astute team player. Proven ability to operate independently and effectively 
with minimum support facilities 


ad Proficiency in English and at least in a 
second official working language (French 
and/or Spanish). 


Designs and tests long-distance training 
activities in the technical area. 


Undertakes planning and field missions as 
technical adviser and represents the Centre at 
technical meetings and prepares training 
related technical studies, reports or papers for 
both internal and extemal dissemination. 


wd Outstanding interpersonal skills and ability 
to handie multiple tasks. 

Q Strong analytical and problem 
ability. 


solving 


An internationally competitive compensation package, inclusive of local living conditions 


allowance, is offered for all posts. Determines, organises and manages the 


related human, financial and other resources. 
Co-ordinates the work of assigned staff and 
external collaborators, 


; — ae ; : ; ; rocessing. database idt other softw are, 
CV and cover letter in English are to be submitted to eupillar-recruitment &eumik.org. p " 


Closing date for applications is April 25, 2003. Applicants must be nationals of a EU member 
state of CARDS (PHARE, OBNOVA) countries. Nationals of candidate countries for 
accession to EU are also eligible. Only candidates selected for interview will be contacted. 
The UNMIK EU Pillar is an equal opportunity employer and encourages application from 
female candidates. 
Detailed job descriptions and election criteria for all vacancies are found at 
www.euinkosovo.org 


Please send a detailed CV, quoting reference 3/2003, by 30 April 2003 to: Human Resources 
Services, International Training Centre of the ILO, 10, Viale Maestri del Lavoro, 10127 TURIN, 
Haly - PAX n: + 390116936699 — e-mail: HRS & itcilo.it. 


For a detailed job-description, contractual conditions and an application form, please visit Centre's 
website: httpz//www.itcilo /english/bureau/turin/jobs/index hun. 














For the Directorate of Human Resources - Planning, Recruitment and Development 


Unit, in Brussels (Belgium) a (m/f) 


H eg d of U n | t (Ref. HQ-2003-AA/oo8/ECO) 


Closing date: 14.05.2003 - (Closing dates are strictly applied.) 





Duties: to ensure that the corporate human resources policies and strategies meet the needs of the Agency and are well 
accepted by staff and stakeholders « to coordinate the design of operational procedures and processes related to these 
policies and strategies, and to supervise their actual implementation and maintenance e developing and implementing policies 
and procedures for the relevant Unit e managing the work programme of the Unit by setting objectives and ensuring results 
on time and within budgetary limits « to ensure the representation of HR within and outside the Agency. maintaining a network 
of contacts by which to anticipate problems. head off difficulties and harmonise approaches © to ensure the supervision of the 
preparation and the management of HR budgets. 


We are looking for someone with: * university degree and an associated professional qualification ín Human Resources or 
equivalent professional experience * the languages of the Agency are English and French © a minimum of 13 years’ experience in 
human resources management preferably in an international environment © experience in translating business plans into human 
resources requirements * proven experience with intergovernmental organisations and their staff regulations + knowledge and. 
experience of supervising projects involving the automation of HR processes (IT tools). 











An international background and knowledge of aviation are definite advantages. 
EUROCONTROL offers a challenging career in aviation ang an excellent remuneration package. 


For further details and an application form, 
please consult EUROCONTROL's website: www 


The European Organisation for the Safety of Air Navigation. 
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Aberdeen ABTO TRL 


Economics Director 


The Challenge: 


¢ To ensure the development and 
maintenance of an appropriate long- 
term macro-economic, fiscal and policy 
environment that will sustain the 
international competitiveness of the UK 
Oil and Gas Industry by establishing high 
level working relationships with 
Regulators, Government and other key 
stakeholders and by proposing and 
commissioning high quality research in 
support of industry positions. 


The Person will have: 


YEARS 
! 1973 - 2003. | 


e Significant experience at a senior level 
in the oil and gas industry or a major 


industrial sector which includes extensive 
involvement in strategic business issues 
with a high level of commerciai/economic 
understanding 


Excellent communication, presentation 
and interpersonal skills and the ability to 
create and sustain strong networks at a 
senior level 


The sensitivity and management 
capability to serve the best interests of 
an industry that incorporates both 
political and corporate agenda 


The successful applicant will enjoy a 
remuneration package that reflects the 
status of this post. Interested individuals 
who wish to be considered should apply in 
writing, enclosing a full CV, to UKOOA's 
e-mail: Recruitment Advisers. 


Closing Date - Monday 28th April 2003 


D Urquhart 
t» oartnershio 


The Urquhart Partnership 
Silver Street 


ukooa@upwebsite.com 
wwWw.upwebsite.com 





| Ji UNITED NATIONS 
“> UNIVERSITY 


Office at the United Nations 
New York 


Director 
Circa US$168K gross per annum, plus benefits 
United Nations University (JNU) is an international community of scholars 
engaged in research, postgraduate training and dissemination of 


knowledge in furtherance of the purposes and principles of the United 
Nations, its mernber states and peoples. 


We are seeking high calibre candidates for the above key position located 
at the UNU Office to the United Nations, charged with: pro-active relations 


management with the UN Secretariat, Permanent Missions to the UN, 
academia, NGOs and governments; fund raising and public affairs; and 
administrative and liaison functions. 


This is a senior leadership position within UNU and you will work closely 
with the Rector and other senior colleagues in contributing to the 
achievement of the University's global academic initiatives; directed from 
both the Centre and the University's international network of research and 
training centres and programmes. 


You have an advanced university degree; fifteen years of progressively 
responsible professional experience including at least seven years at a 
senior level in international relations, academic or research management, 
executive management or fund raising preferably in an academic or 
research institution, development agency or the UN system. Direct 
experience in outreach and public information/affairs initiatives is 
essential as is knowledge and experience of the UN system and its work. 


Applications close on 31 May 2003. Please refer to UNU on the web 
at http://www.unu.edu/ for full details and how to apply. 
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| Duties and responsibilities i^ s 
| Under the overall guidance and supervision of the Assistant President, | 
| Programme Management. Department, the Director is responsible for | 

| planning, managing and supervising the divisional programme of work and 

| budget. The incumbent will lead, manage and motivate a team of country 

| portfolio managers, regional economist, programme assistants and 

| administrative staff. 


| * Sharp conceptual vision and leadership capacity; 


| * Ability to inspire teams to outstanding achievement; and 









WM INTERNATIONAL FUND FOR = 
SY AGRICULTURAL DEVELOPMENT (IFAD) 


Via del Serafico No. 107, 00142 Rome, Italy — — 
JU Fax: +39 06 5043463, E-Mail: vacancyGrifad.org 


DIRECTOR (D-1), yee ee 
LATIN AMERICA AND THE CARIBBEAN DIVISIO: 
The Director, Latin America and the Caribbean Division, oversees IF 


relationships with member countries in the region and the division's port 
of ongoing and planned projects, programmes and technical assistance grani 


in consultation with Senior Management, the incumbent will establish the | 
division's priorities and organise the work of the division to ensure that its 


| human and financial resources are professionally managed to meet objectives. 


The key responsibilities for the job are to: 


| » Motivate, coach and support the staff of the division to create a coordinated 


team that. works towards common goals and objectives; 

Manage staff performance and development through regular performance 
feedback, counselling and career planning; | 
Lead the process of regional strategy formulation and ensure coordination 
between the corporate and divisional strategy formulation and 
implementation; 

As a member of the PMD management team, contribute to horizontal and 
vertical communication and knowledge shanng within and bevond the 
department; 

Provide leadership in all phases of the project cycle, including portfolio 
management and impact assessment; 

Develop strategic partnerships with borrowers, bilateral and multilateral 
development agencies, non-governmental organisations and academic 
institutions for the purpose of project/programme co-operation, knowledge 
sharing, policy dialogue and resource mobilisation; 

. Encourage initiative and innovation; and 

» Foster teamwork. 


* 


* 


* 


* 


LJ 


Desired qualifications and experience 
* Advanced university degree in economics, agricultural economics, rural 
development or similar field; 


| < Extensive proven track record of managerial capacity with focus on 


managing human resources; and 

Extensive experience at progressive senior levels in planning, managing 
and/or evaluating rural development activities, preferably in the region 
and knowledge about development and rural development in Latin 
America and the Caribbean; and building partnerships with various 
stakeholders; and 


| + Demonstrated ability to build partnerships with various stakeholders, 


Communication skills | 

* Excellent written and verbal communication skills including the ability to 
set out a coherent argument in presentations and group interactions in 
English and Spanish. A working knowledge of French will be an added 
asset; and 


|*A working knowledge of Microsoft packages and electronic — 


communication. 


Managerial skills u 
«Strong leadership ability in a multicultural setting and the ability to 
accomplish work through motivating people and encouraging team work; - 


* Teamwork and co-operation; 

* Information seeking. analytical and conceptual thinking. 

Please forward your application in duplicate to Office of Human Resources | 
no later than 12 May 2003. For more details please visit our web-site at 


www.ifad.org. Please note that any application received by IFAD after the | 
closing date will not be considered. | 








ue to the number of applications anticipated, 
only short-listed candidates will receive an acknowledgement 


articularly encouraged, 





Executive Focus 


The World Economic Forum is an independent 
international organisation that provides a 
collaborative framework for the world's leaders 
to address global issues and that engages ECONOMIC 


particularly it’s 1000 business members in global FORUM 
citizenship. Based in Geneva, Switzerland, the 

World Economic Forum is an impartial and not- 

for-profit Foundation; tied to no political, ~~ COMMITTED TO — 


partisan or national interests. The Forum has jaa eee = 
NGO consultative status with the Economic and 
Social Council of the United Nations. 


Director, Centre for Global Competitiveness 


The Director, based in Geneva will lead the development of 
a global community of business, political, intellectual, and 
other leaders of society interested in issues of national 
competitiveness. She/He will be the catalyst to engage these 
leaders into a process of identifying obstacles to economic 
growth and enhancing the global competitive situation. 
He/She will provide the overall strategic direction to the 
Forum and provide advisory services to our Member 
companies and governments. He/She will coach a small 
team in designing a consistent research program and 
develop the funding strategy to support the Global 
Competitiveness Report and other studies. She/He is also 
responsible for managing a network of 60 Partner 
institutions involved in the program and reports. 


Since 1979, the World Economic Forum has published the 
annual Global Competitiveness Report as part of its Global 
Competitiveness Programme. Over the years, the Global 
Competitiveness Report has become the leading authority 
on the comparative strengths and weaknesses of national 
economies worldwide. The Global Competitiveness 
Programme team also prepares studies looking at the 
competitiveness of particular regions and countries, as well 
as, special reports on technology, governance, the 
environment and other issues. 


Qualifications and Experience: 


e an internationally recognised academic with a Ph.D. in 
economics from a top university and a solid publication 
record. 

* over 10 years’ experience in international economic 
policy. 

e the ability to identify and address policy issues and 
present analytical findings in non-technical terms and 
play both an advisory and strategic role. 

e the ability to provide intellectual and operational 
leadership in an academic setting. 

e superior personal communication skills to achieve the 
highest level of interaction. 

e excellent speaking, editing and writing skills in English. 
A second language - Spanish, French or German. 


Interested candidates should submit a one-page curriculum 
vitae along with a sample of written work (preferably single- 
authored) and a list of publications to: 


World Economic Forum 
DCE — Recruitment 
Route de la Capite 91-93 
CH-1223 Cologny 
Switzerland 


The deadline for applications is May 9, 2003 and only short- 
list candidates will be contacted. - 


. of RATN is to provide through its member instit 





VACANCY ANNOUNCEMENT 








The Regional AIDS Training Network (RATN) was founded in 1997 as a’ > 
project of the University of Nairobi and University of Manitoba. The goal 
utions skills-training, 
upgrading, extension services and technical assistance to health and 
allied workers in the region. Coordinated by a S cretariat based in 

Nairobi, RATN has grown into a network of twenty training institutions 
based | in seven countries in the region. 








RATN has recently constituted an independent Board of Directors and _ 
General Council to govern its future activities. The next step is to transfer . | 


. the day-to-day operational management from the- founding universities to ` 





an Executive Director who will be directly a a to: the Board E ; 


^ Directors. 


This will be an internationally-hired and sisted — requring a 
senior manager wha combines a broad knowledge of current HIV/AIDS 
issues with demonstrated experience and skill in project management and 
administration, fund-raising, organisational development and strategic 
planning. | 


The successful candidate's duties will include programme implemention: 
liasing and reporting to donors; strategic planning. proposal-writing and 
soliciting additional donor funding; supervision of -budget-planning. 
financial reporting, and audits; reporting to the Board of Directors and 
General Council; supervising the Management Team and. Secretariat staff; 
engaging and supervising consultants and contractors; travelling in the 
region and internationally to market the Network. am represent RAIN at 
international conferences, seminars and workshops: VICES 





Qualifications required 

A University degree at Masters level or higher in health, business 
administration, education, international development or social sciences 
combined with a demonstrated knowledge of HIV/AIDS issues in the 
region. At least ten years experience, which would include some or all of 
project management in Africa, human resource management, financial 
management, experience working with NGOs, demonstrated fund-raising 
achievements, strategic planning. proposal-writing. program design and 
implementation, and monitoring/evaluation. — 


Skills required include up-to-date computer literacy, writing skills, public 
speaking and presentation skills, and ^ demonstrated leadership 
capabilities, English mastery is essential, and knowledge of French or 
Portuguese would be advantageous. ^ 


Please submit a comprehensive CV in English with à supporting cover 
letter, including the names of three referees (preferably one should be your 
current or previous employer) as well as salary expectations and 
availability. Applications should be sent by mail or email to the following 
address, and be clearly marked Application for Executive Director 
Position: 


The Chairman of the Board 

c/o The Co-Director 

Regional AIDS Training Network 
P.O. Box 16035 00100 GPO 
Nairobi, Kenya 


Email: lgelmon@ratn.org 
Closing date: APRIL 30, 2003 


RATN is an equal opportunities employer. Preference will be given to 
qualified applicants from the region. 


We will respond only to short-listed candidates for the interview, and 
will communicate the venue of the interview to short-listed candidates 
only. For more information about RATN and details about our 
programme, visit our website at www.ratn.or 
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Executive Director of the EDCTP 


The "European and Developing Countries Clinical Trials Partnership" (EDCTP) aims to develop new clinical interventions to fight HI JAI 
tuberculosis and malaria, joining European programmes and African partners. The EDCTP has the legal form of an European Economi 
Grouping (EEIG). The financial budget of EDCTP is estimated to be 400 million Euro. | 






The Executive Director of the EDCTP is the General Manager of the EDCTP programme and the Head of the Secretaríat. He/she represen 
EDCTP-EEIG legally towards Third Parties and internationally in a much broader political sense. He/she is accountable to the EEIG Assembly: 


it concerns a senior appointment, with the following requirements and desirabilities: 


* Qualifications: Medical degree and competence equivalent to either Conditions of Appointment 
PhD., Masters or Diploma in Public Health or Epidemiology 


« Professional experience: Background in the areas of health 
research/clinical development and/or relevant expertise in organisations Ll | 
or industry dealing with health issues * internationally competitive salary for senior managerial staff 

* Work experience: At least 3 to 5 years experience in international œ Site of assignment will be in The Hague, The Neth erlands 
activities, preferably with African partners : 

e Responsibilities: Experience in team/personnel management, ability to 


lead an inter-disciplinary team of 10 to 12 peo le, including senior 
scientists iid P E. 3 interested applicants should contact Dr Kevin Young at: 


Odgers, Ray & Berndtson: 
11 Hanover Square 
London, WTS 13 


* Appointment will initially be for 3 to 5 years, and renewable subject 
performance ox 





* Applications from women are particularly encouraged. 


* Leadership experience: 
* Excellent managerial, communication and diplomatic skills 
* Knowledge of business administration | United Kingdom ; < 
* Experience in project/programme management Tel. + 44 20 75 29 10 55 
e Preparedness to travel — Email: kevin.young@odgers.com 
* Languages: It is expected that a large portion of EDCTP work will be 


conducted in English. Working knowledge of other languages, in An information package on EDCTP can be obtained from the same 
particular French, is an asset. address. 


Applications will be reviewed by an international appointment committee, selected by the EDCTP EEIG Assembly. The appointment committee will 
be assisted by a professional head hunter. All discussions will be treated with strict confidence. 


Closing date for applications: May 15th, 2003 





Director, Project and Structured Finance - 


WE Enthusiasm for, and a commitment to, infrastructure 
financing in developing countries; 

WE Proven ability to devise and successfully implement 
strategies and a business plan; and 

WF Results driven and willingness to be accountable for 
successes and failures, highly motivated self-starter and a 
team player. 


Selection Criteria 

WE A degree in business administration, finance, or related fields, 
preferably at postgraduate level; 

E Minimum 15 years of relevant expenence in financing multi- 
sector projects working in multiple countries and knowledge of 
Asian project finance markets is preferable; 


Reporting Arrangements 
As the head of the business unit, the position reports to Director 
General, Private Sector Department. 


DUCTU of Responsibilities 


Leading a world-class team of investment professionals in mM Experience working in development in multiple countries; 
the overall management of the business unit, including E Knowledge of emerging best practices in project financing: Established in 1966 and headquartered in Manila, Philippines, 
new deal origination, processing, implementation and @ familiarity with Basel Committee on Banking Supervision ADB's multicultural stall come from about 50 member countries. 


portfolio management; 

@ identifying and marketing for business opportunities and 
appraising investment, lending and guarantee proposals in 
ADB's developing member countries {DMCs}; 

E Developing an annual strategic and business plan for 
benchmarking divisions targets and accomplishments; 
Developing a framework for the allocation of risk-bearing 


guidelines, International Accounting guidelines on income | ADB offers an internationally competitive salary paid in US dollars; 
recognition, capital adequacy, disclosure, risk management, Salaries and benefits are generally free of tax except for citizens of 
reserving process and loan provisioning. some countries, primarily the USA and the Philippines, whose 

BI Substantia! experience in devising project and structured incomes are taxed by their respective govemments, Applicants 
finance lending strategies in emerging markets, loan and equity must be nationals of one of ADB's member countries, . 
administration or loan/equity/treasury transaction processing 


with a public/private financial institution, or in the finance Apply online at http:/) adb.org/Employment/appform.asp 


capacity to promote ADB's developmental mission function of à public/private corporation and successful track I^ sand tion, quoting Ref No. EXT. 34 -PSIF. 
improving the risk-retum profile; Ability to handle managerial/senior level responsibilities with | PY 26 April 2003 to: 
M@ Developing and fostering synergistic relationships with both regional/global profit and product center responsibilities; : Human Resources Division 


Excellent team leadership and problem solving skills, 
including strong ability te manage effective teamwork and 
communication; 

Ability to manage team performance, or work independently, 
sometimes under pressure, and produce high quality results; 
Providing training and coaching to junior staH, and Experience in analyzing all aspects of financing proposals 
supporting professional growth of team members; and i including design and structure of concession contracts, financial 
Promoting constructive dialogue and interaction with : packages, negotiation with host governments, international’ 
regional and other departments in ADB. ; local sponsors, monitoring of investment disbursements, 
supervise portfolio projects, and advise regarding corporate 
restructuring and privatization; 


public and private partners within and outside of ADB's 
DMCs, with particular attention on the establishment of 
strategic relationships with project sponsors and private 
financial institutions for developing co-financing 
opportunities; 


Asian Development Bank 
PO. Box 789,0980 Manila Philippines, 
Tei: 632-4444 or Fax: 636-2550, 


E-mail: jobs(@adb.arg 





| 
H 
i 
| 
i 
Í 
! 
effectively, while preserving financial sustainability and — | record in previous positions; | 
i 
i 
| 
| 
| 


Women are actively encouraged to apply. 


Due to the large number of applications normally received, 
only shortlisted candidates will be notified. Applications 
submitted without quoting the job reference number will aot 
be entertained. 
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mi Special report War in Iraq 


The tipping point 


BAGHDAD 


In the end, it was Saddam Hussein they hated more 


MERE 21 days after the war began, the 

watching world got its answer to the 
question that could be answered no other 
way. Yes, Saddam Hussein was indeed a 
dictator feared and reviled by his own peo- 
ple—not only by the Kurds and Shias to 
whom his Sunni-dominated regime had 
shown a particular cruelty, but also by or- 
dinary people in the capital of Baghdad. A 
few fought gallantly for him, squirting 
machinegun fire vainly atthe American ar- 
moured vehicles moving slowly across the 
bridges of the Tigris. But most seemed con- 
tent—and many were plainly delirious—to 
see the regime collapse. 

If the fall of a regime has a single mo- 
ment of collapse, it came on April 9th. Iraqi 
television, whose continued broadcasts in 
the face of much bombing had become a 
symbol of Iraqi resilience, was at last off 
the air. Close to the Palestine Hotel, where 
the western journalists were based, sev- 
eral hundred civilians collected around a 
statue of Saddam, perched upon a massive 
plinth. The crowd decided to topple it. 

One man began to use a sledgehammer 
to knock divots off the plinth. Others 
climbed up to tie a rope around the head. 
As television crews gathered, it became 
plain that none of this would bring the 
statue down. Eventually, an American ar- 
moured vehicle came to the rescue. A ma- 


rine attached a cable and- briefly, before 
correcting his faux pas—an American flag. 
Soon the statue came down. A cheering 
crowd pounced upon it in a frenzy of deri- 
sion and glee. Roaring with laughter, some 
onlookers adapted a favourite Saddam-era 
chant to the new circumstances: “With our 
blood, with our soul, we'll defend you! 
Bush! Bush! Bush!" 

This was not the Berlin Wall. The crowd 
in the square was small. But the electrify- 
ing episode was broadcast live around the 
world. In London, Downing Street's 
spokesmen let it be known that the prime 
minister was watching transfixed. In the 
Arab world, reported Reuters, viewers re- 
acted with shock and denial. For the Pal- 
estinians, many of whom had seen Iraq’s 
strongman as a potential liberator (and 
one who had rewarded the families of the 
Palestinians’ suicide bombers), the abrupt 
exposure of weakness was a special blow. 
“This is a tragedy and bloody comedy,” 
said a shopkeeper in Ramallah. “We can- 
not believe what we see. What happened? 
It seems that the Iraqis have given up Bagh- 
dad without a fight. Where is the Iraqi 
army? Have they evaporated?” 

In fact, part of the Iraqi army did try to 
fight. Ever since the bombing campaign 
began, on March 20th, the Iraqi authorities 
had promised the Americans a long guer- 
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rilla war in the capital. They dug trenches 
across Baghdad and built hundreds, possi- 
bly thousands, of sandbagged positions. 
They knew that the Americans would be 
wary of engaging them with their full fire- 
power in civilian areas. 

And so they were. But Iraq's tactics did 
not help. The Americans first fought the 
battle for Baghdad by grabbing strategic 
sites rather than wading through civilian 
districts. These included the Saddam Inter- 
national airport, captured on April 3rd, 
and one of the main presidential com- 
plexes, close to an area of ministry build- 
ings. They made runs through southern 
parts of the city in armoured convoys, 
shooting up passing military traffic and oc- 
casionally non-military traffic as well. 

On April 8th, the Iraqis mounted a 
counter-offensive, only to learn to their 
cost what "shock and awe" might mean. 
American A-10 "tankbusters" wheeled 
over the city, their guns making an un- 
earthly and deadly rattling sound. Sud- 
denly, the men with rocket launchers and 
Kalashnikovs in their slit trenches in parks 
and in ministry buildings got a taste of 
American firepower. Resistance did not 
last long. The armed men faded from the 
streets. Some said they thought that the 
bulk of Iraqi fighters were drifting home. 

At this point, ministerial press confer- 
ences, which had been running at a rate of 
up to four a day and which foreign journal- 
ists had been strongly advised to attend by 
the Ministry of Information if they did not 
want to be expelled, petered out. Iraqis 
speculated that the government had fled 
to Mr Hussein's birthplace, Tikrit, to make 
a last stand. But no one knew anything for 
sure, and there was nobody left to ask. 

At the beginning of the week, many or- »» 
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dinary Iraqis had clung to the belief that 
their government was tellingthe truth. The 
rest of the world had seen pictures of 
American troops at the airport and in Mr 
Hussein's palaces. These were assumed to 
be con-tricks perpetrated by the western 
media. After all, Baghdadis said, several 
claims made early in the war by the British 
and Americans had proved to be untrue. 

Not until April 8th, when American 
tanks appeared on the city's Jumhuriya 
Bridge for all to see, did this self-delusion 
end. Asked why he had not believed that 
the Americans were in the city until then, 
one shopkeeper said: "Because it hap- 
pened all of a sudden." In fact, it had not; 
he just believed that to be the case. 

Down his street, black smoke billowed 
from Iraqi-lit oil fires designed to confuse 
missile-guidance systems. Men stood in 
worried groups peering into the sky at the 
aircraft wheeling overhead. Many of the 
residents in Saddam City, where the Shias 
live, welcomed the invaders noisily and ju- 
bilantly on the streets. In other places, too, 
Saddam iconography was defaced and 
torn down. But most Baghdadis were hun- 
kering down until it was safe to come out. 
Many families were leaving the city or 
moving to safer areas. 

By Wednesday evening, American 
tanks reached Tahrir Square in the centre 
of town, their occupants stepping out to be 
greeted by Iragis and gaggles of journal- 
ists. "The real Iraqi people say thank you to 
British and us forces because they made 
us free," said Sadiq Jafar, who was watch- 
ing with his three young daughters. "They 
have made a future for my children—not 
for me, but for my children." 

Yet the welcome was a mixed one. 
“They have destroyed our country,” said 
one bitter 18-year-old girl, as the tanks 
moved past her house. Parts of the city 
were given over to looting and score-set- 
tling: by the day after the statue-toppling, 
the residences of various regime leaders 
had been energetically and comprehen- 
sively stripped. In other parts, men went 
on fighting. In the distance, and closer by 
too, explosions could be heard. On the 
western bank of the Tigris, forces loyal to 
Mr Hussein were still in control of several 
districts, and the battle for them contin- 
ued. Although many of the Special Repub- 
lican Guard and other security forces had 
been killed or had fled, non-Iraqi Arab 
fighters—seasoned, determined jihadis— 
were doing their job for them. 

Civilians were frightened; American 
troops, who killed three journalists on 
April 8th, were jumpy too, some of them 
firing first and asking questions later. Ira- 
qis listening to foreign broadcasts could 
hear pundits asking, "Where is Saddam 
Hussein?" But they wanted to know where 
their entire government was, and where 
the heroic defence of Baghdad that they 
had been promised. On the morning of 
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April 10th, American troops had a fierce 
firefight around a mosque in the north- 
west of the city where it had been ru- 
moured that Mr Hussein was hiding. 
Casualty figures are hard to come by, 
especially as the authorities have ordered 
doctors in the Al-Kindi hospital, at least, to 
lie to journalists and say that all their casu- 
alties are civilians, when plainly they are 
not. Stand by the door of the emergency 
unit and ambulances, cars and pick-ups 
come screeching in every few minutes. 
Many, if not most of those who are man- 
handled out on to blood-soaked trolleys, 
their clothes also drenched with blood, are 
young men aged between 18 and 30. Some 
are in uniform and some are accompanied 
by Kalashnikov-wielding comrades-in- 
arms. But civilians are dying, too. One 
woman burst from the back of an ambu- 
lance screaming and wailing: in the back 
were her three dead boys, none of whom 
could have been older than ten. Everyone 
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The reckoning 


Where did it all go right? 


NO, an ancient philosopher, devised a 
mathematical paradox in which a tor- 
toise beats Achilles in a running race: the 
tortoise gets a head start, and although the 
distance between them narrows and nar- 
rows, Achilles can't overtake him. It has 
sometimes seemed that something similar 
has been happening in Iraq. The expected 
showdown between the American Achil- 
les and Saddam Hussein's forces seems to 
have been perpetually postponed. Voices 
that not so long ago were questioning 
whether the coalition had underestimated 
Iraq's fighters are now asking where those 
fighters have gone, as the distance be- 
tween the Americans and central Baghdad 
has dwindled to nothing. 

A climactic battle may yet occur. Sadda- 
mite loyalists from the fedayeen and other 
security and paramilitary groups may be 
lurking among the celebrants and looters 
in Baghdad, and some are taking on the in- 
vaders away from the wide boulevards 
that the American tanks can easily domi- 
nate. Or they and their leaders may have 
retreated to Tikrit, Mr Hussein's tribal 
stronghold north of Baghdad on the Tigris. 
The coalition has control of the main 
northward roads, but the encirclement of 
Baghdad is porous. American reinforce- 
ments may be heading for Tikrit, though 
commanders could prove less squeamish 
about subduing that town from the air 
than has been the case elsewhere. 
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you speak to in this city knows where civil- 
ians have died in their neighbourhood. 
Some have friends and family who have 
been killed and injured. 


Welcome, thank you and goodbye 

The toppling of Saddam's statue was 
greeted with jubilation by the crowd. Like 
an omen, the smoggy grey dome above the 
city, caused by the oil fires ignited to de- 
fend it, began to clear that day, giving a 
sight of blue sky again. But many in this 
city of sm people were staying silent rather 
than celebrating. A lot of Baghdadis fear a 
collapse of law and order; everyone won- 
ders what will happen to their country. Mr 
Sadiq, with his three little girls, spoke for 
many when he asked this correspondent 
to convey an urgent message to "Bush, 
Blair and Straw”: “You have come to make 
the Iraqi people free but then, when we 
have made a government with à free vote, 
you must go." 8 





No resemblance to Vietnam 


Still, the fabled "tipping point" does 
seem to have arrived. The Americans can 
manoeuvre at will in much of Baghdad. 
After much patient probing, and the pre- 
sumed death of Ali Hassan al-Majid 
(^Chemical Ali") Mr Hussein's satrap in 
the south, British forces occupied Basra, 
Iraq's second city, meeting little resistance 
and a good deal of elation. Amid wide- 
spread looting, some reprisals and a con- » 





* tinuing water shortage, the Brits are trying 
to revive a skeleton civil society, identify- 
ing and recruiting local leaders, as they 
have done in Umm Qasr. In the north, 
joyous Kurds celebrated the removal of Mr 
Hussein’s spectre. Kurdish and American 
forces entered Kirkuk, a vital oil town, on 
April 10th, and closed in on Mosul. 


Invisible men 

Along with the fighting that may still be to 
come, three outstanding mysteries qualify 
the sense of impending victory. First, the 
whereabouts of Mr Hussein. In the ab- 
sence of DNA evidence or eye-witnesses, it 
is impossible to say whether the latest at- 
tempt to assassinate him, in the Mansour 
district of Baghdad on April 7th, succeeded 
(though it did kill a number of civilians). 
Like that of Osama bin Laden, Mr Hus- 
sein's fate remains a matter of speculation. 

The second mystery concerns the Re- 
publican Guard and Mr Hussein's other 
supposedly loyal troops. This in turn is 
part of a bigger question: why has Iraq 
fought the war so ineffectively? 

Partly because the coalition has fought 
rather well. The lightning American ad- 
vance on Baghdad, beginning before the 
air-war proper, recovered an element of 
surprise that the large and ponderous de- 
ployment seemed to have forfeited. Dams 
and oil-fields were seized intact. Calcu- 
lated risks were taken with flanks and sup- 
ply routes in order to get to the city swiftly. 

This awesome advance-swifter than 
the Germans in Russia or the Israelis in Si- 
nai~failed to shock Mr Hussein’s regime 
into submission. But America's subse- 
quent armoured thrusts into the city may 
have. These so-called "thunder runs", de- 
' signed to demoralise the enemy, were like 
mini-versions of the race up from Kuwait. 
Their violence contrasts with the British 
tactics in Basra; but they have enabled the 
Americans to take much of Baghdad in a 


way more reminiscent of the clean fall of - 


Saigon to the North Vietnamese than of 
the bleaker historical analogies (Stalin- 
grad, Grozny, Mogadishu) that were popu- 
lar among commentators until recently. 
But however innovative the strategy, 
the bald truth is that this war has pitted the 
most powerful armed forces in history 
against a brittle dictatorship, whose army 
was crippled by sanctions. The coalition 
has enjoyed almost complete aerial free- 
dom, which has aided the ground advance 
and kept the Iraqis hunkered down. The 
range and accuracy of coalition artillery is 
also vastly superior. The coalition would 
almost certainly have won even if ithadn't 
fought cleverly (which it did) and the Iraqis 
had fought well (which they didn’t). 
Many Iraqi soldiers, especially those in 
the regular army, didn't fight at all, surren- 
dering or running away. Some have used 
reprehensible tactics, though America's 
conventional pre-eminence may itself en- 


courage adversaries to fight dirty. But this 
resistance has not extended to obvious de- 
fensive measures such as dynamiting 
bridges. (The invasion's speed, coalition 
warnings, disruption of Iraqi communica- 
tions, and a lack of initiative among Iraqi 
officers may explain these rudimentary 
failings.) Even those troops who defended 
Baghdad have mainly done so with more 
fanaticism than technique. In one of his 
defiant pre-war rants, Mr Hussein made an 
infelicitous allusion to the sacking of Bagh- 
dad by the Mongols in 1258: the way its 
modern vanguard rushed suicidally at 
American armour rather than confronting 
it from entrenched positions helped to en- 
sure a similar outcome in 2003. 

Away from the television cameras, 
many Iraqi soldiers have been killed— 
largely by the air power which, as the war 
progressed, has increasingly been turned 
against them. The exact number may 
never be established: after the first Gulf 
war, unreliable estimates were obtained 
by extrapolating from the number of de- 
stroyed Iraqi vehicles. The coalition’s 


guess that it killed several thousand men 
on one “thunder run” alone is telling. Con- 
versely, the number of coalition casualties 
remains amazingly low. And while draw- 
ing a line between the ten civilian deaths 
that would be acceptable and the 10,000 
that wouldn't is difficult and distasteful, it 
seems that those inflicted thus far are at the 
tolerable end of that spectrum—though 
the humanitarian problems in Baghdad 
and elsewhere could yet tarnish victory. 

So could the third mystery: Iraq's al- 
leged weapons of mass destruction 
(WMD). The coalition now says that find- 
ing them, like finding Mr Hussein, or 
what's left of him, can wait. Donald Rums- 
feld, America's defence secretary, has 
promised rewards to Iraqis who help to 
unearth them (he also talked darkly about 
industrialised countries who had helped 
to arm Mr Hussein). Michael Eisenstadt, of 
the Washington Institute for Near East Pol- 
icy, warns thatthe elusive loyalists may be 
planning a campaign of guerrilla resis- 
tance. The prospect of wmbo falling into 
such hands is more than ominous. @ 





Post-war Iraq 


Fighting for authority 


What are America’s plans for a post-Saddam Iraq? And can they getinternational 


and local support? 


OW that the war is virtually over, Iraq 

must be governed; and its govern- 
ment is planned to evolve in three stages. 
The first will be, in effect, an American mil- 
itary administration. The second will be 
what Paul Wolfowitz, America’s deputy 
secretary of defence, describes as a bridge: 
an interim authority, or quasi-govern- 
ment, which will gradually take over day- 
to-day administration from the Ameri- 
cans. The third will be, with luck, a perma- 
nent and elected Iraqi government. On 
that, everyone is happy and agreed. Itis the 
first and second stages that are causing dip- 
lomatic rifts as deep as those that preceded 
the war itself. 

The first, all-American, phase of Iraqi 
reconstruction is to be managed by the Of- 
fice of Reconstruction and Humanitarian 
Assistance (ORHA). It will place its people 
in all Iraqi ministries, first to run them, 
then as advisers. It is headed by a retired 
general, Jay Garner, who reports to the 
overall commander in Iraq, Tommy 
Franks, and to Donald Rumsfeld, the de- 
fence secretary. In other words, this is a 
takeover of Iraq’s administration by the 
Pentagon—“unilateralism on steroids”, as 
one American critic complained. Some 
Kurdish and Shia groups have denounced 
the office as military colonisation. 


They have reason for anxiety. Mr 
Rumsfeld is reported to have vetoed the 
names of Arabic-speaking experts who 
know the country in favour of ideological 
soulmates (the Pentagon denies this). Last 
week, in an attemptto rein the Pentagon in, 
the House Appropriations Subcommittee 
on Defence (the starting point for defence 
bills in the legislature) passed a funding 
package that makes the State Department, 
not the Department of Defence, responsi- 
ble for ORHA money. 

Such worries may be overdone. In prac- 
tice, most advisers have turned out to be 
former ambassadors and technocrats, not 
ideologues. It makes good sense to put the 
Pentagon in overall charge: unlike the State 
Department, it knows how to manage 
huge projects. And experience elsewhere 
teaches that the military and civilian au- 
thorities need to be closely aligned, in or- 
der to give proper authority to the new 
government. The real ground for worry is 
that the Americans may not stay long 
enough. General Garner talks of getting his 
job done in three or four months—a might- 
ily optimistic timetable. 

The interim authority is much more 
controversial, and is the subject of furious 
debate across the Atlantic. Originally, Pen- 
tagon planners argued that the authority »» 
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A task for many hands 


* should be dominated by Iraqi opposition 
leaders in exile, whom they knew and 
trusted. The British (and the State Depart- 
ment) replied that these people would not 
necessarily have a following inside Iraq, 
and argued that legitimacy would best 
come by promoting local figures to the in- 
terim authority. Britain's Tony Blair, fear- 
ing that an American-appointed and run 
administration would be seen as a puppet, 
wanted to internationalise the post-war 
settlement by giving the UN a role in nam- 
ing members to the interim authority and 
in endorsing it, perhaps through an inter- 
national conference, as in Afghanistan. 

France has been yet more forthright, de- 
manding that the UN must take over as 
soon as the fighting stops. The task of re- 
building Iraq, said Jacques Chirac, France's 
president, on April 8th, “is a matter for the 
United Nations and for it alone.” He was 
expected to pursue that line when he 
joined the German and Russian leaders for 
what was to have been one of their regular 
bilateral summits in St Petersburg over the 
weekend of April 11th-12th. 

Making this a trilateral affair, linking 
the three countries on the Security Council 
most opposed to a war, makes it look as if 
the fight will indeed continue over the 
peace. In an effort to prevent that happen- 
ing, on April 7th George Bush sent Con- 
doleezza Rice, his national security ad- 
viser, to Moscow to start repairing 
relations with President Vladimir Putin 
and his senior officials. Meanwhile, the 
UN's secretary-general, Kofi Annan, will 
soon be on the road too, trying to bring the 
Security Council back together—one rea- 
son he refused an invitation to the gang-of- 
three session in St Petersburg. 

Yet Mr Bush remains reluctant to hand 
over real power in Iraq to the UN. Most of 





its members, after all, opposed military ac- 
tion. A bigger concern, though an unstated 
one, may be that his re-election prospects 
next year will depend in part on successful 
reconstruction in Iraq, and he does not 
want to leave that hostage to the French 
and the Germans. 

Not surprisingly, the upshot of these 
conflicting interests has been a messy 
compromise. At a summit meeting in 
Northern Ireland this week between 
Messrs Bush and Blair—their third in three 
weeks-the British won American agree- 
ment that the interim authority would not 
be dominated by Iraqi exiles. The White 
House is now seeking to ensure that the ex- 
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Special report War in Iraq 


iles do not, in fact, hold sway. 

The British also persuaded the Ameri- 
cans to give the special representative of 
Mr Annan an indirect role in choosing the 
interim authority. But Mr Bush ruled out 
giving the UN any direct role, and retained 
the final say in deciding the authority's 
composition and power. 

In fact, the UN may well get involved in 
other ways: despatching inspectors to ver- 
ify any finding of weapons of mass de- 
struction, for instance (the Security Coun- 
cil claims jurisdiction over this). And 
without a UN resolution, bilateral donors 
and institutions such as the World Bank 
and IMF will not be able to lend money. 
Most of all, the UN will naturally provide 
much of the humanitarian assistance. 

Mark Malloch Brown, the adminis- 
trator of the United Nations Development 
Programme, argues that Iraq may prove 
the opposite of other such reconstruction 
efforts. In Afghanistan and East Timor, 
establishing a legitimate government 
proved easier than expected. The real chal- 
lenges lay in providing food and water, re- 
building infrastructure and guaranteeing 
basic security. In Iraq, it may well be the 
other way around. 

Security rests squarely with the co- 
alition forces. Their composition will 
change. Britain has a third of its army in 
Iraq. Some must return. Soldiers from 
other coalition countries will take their 
place: 900 Spaniards arrived this week. 
But compared with most war-torn states, 
Iraq, with 300,000 foreign troops already 
in the field, seems reasonably well placed 
to achieve security. The large number of 
soldiers is also the only way to ensure a 
purge of the Baath Party, which is a hin- 
drance to security and governance. 


The Scheherazade of Baghdad 


DOHA 


Iraq's marvellous minister of (mis)information 


F NO-ONE will miss Saddam Hussein, 

his information minister will be re- 
called with a certain affection. Moham- 
med Saeed al-Sahaf's memorable, often 
surreal, daily press briefings were all that 
proved to the world that the regime was 
still there. 

Mr Sahaf's English statements, while 
smooth and fluent, always seemed a lit- 
tle ludicrous. But it was in Arabic that his 
true demented genius shone through. 
His vocabulary was salty and, at times, 
archaic. Terms such as "animals", 
"thugs", *cowards" and "criminals" were 
sprinkled in every sentence. His most 
enduring legacy may be the reintroduc- 
tion of the word ulug (roughly, “louts”) 
into the Arabic lexicon. The London- 


based Arabic daily al Sharq al-Awsat 
even devoted an article to exploring the 
linguistic and cultural roots of his un- 
ique vocabulary. 

Mr Sahaf's apotheosis came on Mon- 
day April 7th. With American tanks 
occupying the Baghdad parade ground, 
he stood calmly a couple of hundred 
yards away, on the roof of the Palestine 
Hotel, to tell reporters that none of this 
was really happening. Smiling extra- 
wide, he said: “Don’t repeat the lies of 
the liars." 

For many Arab viewers, he became a 
star. Their hope is that he will re-emerge 
in time, unscathed and unconvicted of 
war crimes, to be given his own talk- 
show on al-Jazeera. 
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On provision of basic services, there is 
little conflict between the United States, 
the uN and local Iraqis. Iraq has around 
2m reasonably well-educated civil ser- 
vants—a huge advantage for the food and 
infrastructure projects. The World Food 
Programme will distribute food aid. The 
UNDP will provide electricity. And so on. 
International and non-governmental orga- 
nisations may be reluctant to work with 


The Iraqi opposition 
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military authorities for fear of being seen 
as a tool of occupying forces; but that 
should be manageable. 

On all these fronts, the American-led 
coalition seems to have muddled through 
to a post-war plan for Iraq. Now it must 
show the plan can work. For Mr Malloch 
Brown is right: the biggest challenge is to 
establish a government that is legitimate 
both in Iraqi eyes, and in the world's. m 


Waiting in the wings 


CAIRO 


And continuously scrapping about the best way forward 


ADDAM HUSSEIN'S opponents have 

had plenty of time, much of it spent in 
exile, to incubate a broad consensus about 
the best future for Iraq. The country should 
be democratic, pluralist and decentralised. 
So far, so good. But the vehicle for achiev- 
ing these things, and the question of who 
should drive it, remain contentious. 

The Iraqi opposition is about as divi- 
sive a bunch as could possibly be con- 
ceived. This is partly a reflection of Iraq's 
ethnic and religious patchwork, partly a re- 
sult of the diverse spectrum of cruel ex- 
perience Iraqis have suffered, and partly, 
Iraqis readily admit, a reflection of na- 
tional character. One shortlived prime 
minister during the 1921-58 monarchy is 
said to have remarked, when asked why 
he declined to form a political party, “Find 
me three Iragis who agree on anything, 
and I certainly would." 

The most divisive issue has been their 
attitude to American intervention. Some, 
such as the two main Kurdish parties and 
the Iraqi National Congress (INC), a 
would-be umbrella group for smaller par- 
ties that is headed by Ahmed Chalabi, 
have been enthusiasts from the start. At a 
recent meeting in Kurdistan these parties, 
joined hesitantly by the leading Shia 
group, formed a proto-government-in-ex- 
ile consisting of a five-man ruling council 
and 14 subcommittees. Assorted leftists, Is- 
lamists and Arab nationalists, many of 
whom abhor America as a matter of prin- 
ciple, stayed away. The largest but least co- 
herent opposition block, however, has 
chosen to sit on the fence, welcoming help 
to end the Baath nightmare but suspecting 
American motives. 

Now that America has brought Mr Hus- 
sein's rule to a crashing close, all these 
groups are vying to assert influence. But 
against the backdrop of a society that is 
deeply insecure and traumatised by war, 
and in the absence of any recent experi- 
ence of normal politics by ordinary Iraqis, 





Chalabi makes friends 


they face an uncertain reception. Appear 
too close to America, and they risk the ire 
of many Iraqis. Take too strong a stand 
against the invaders, and they risk being 
cut out of whatever American-brokered 
settlement eventually emerges. 

Some have already taken advantage of 
ties in Washington to steal a march on ri- 
vals. Mr Chalabi, a 57-year-old mathema- 
tician and ex-banker who left Iraq at 13, 
was airlifted into liberated Nasiriya this 
week, along, it was said, with 700 follow- 
ers. Another American protégé, Abdel Ma- 
jid Khoei, the exiled son of a revered Shia 
cleric, surfaced briefly in Najaf with a co- 
hort of American special forces. Mr 
Khoei's prestige helped bring calm to the 
battered Shia holy city, but on April 10th 
he was assassinated. 

Mohammad Bager Hakim, the son of 
another famed Najaf ayatollah and head 
of the Iranian-backed Supreme Council for 
the Islamic Revolution in Iraq (scrr1), has 
yet to reappear in his home town. SCIRI 
had grudgingly accepted an American role 





in toppling Saddam, but now speaks of fu- 
ture resistance to American domination. 
Mr Hakim has vowed to return to Najaf 
but, in the interim, American forces have 
pointedly denied like-minded pro-Iranian 
clerics in the city a role in distributing 
humanitarian relief. 

This kind of wary gamesmanship is 
likely to extend over the rest of the coun- 
try, as advancing coalition troops leave ad- 
ministrative confusion in their wake. Brit- 
ish forces in Basra, hoping to short-circuit 
local power struggles, say they have ap- 
pointed a prominent sheikh—as yet un- 
named-to subdue the current wave of 
looting. While one shadowy militia, ap- 
parently related to Mr Chalabi's inc, has 
been encouraged to root out Baathists in 
Najaf, another insurgent opposition group 
that took control of the town of Al Amara 
was reportedly ordered to step down by 
the CIA, under threat of American bomb- 
ing. Elsewhere in the south, tribal sheikhs 
have pre-empted both foreign nomina- 
tions and opposition newcomers by estab- 
lishing their own Baath-free local councils. 

But any sort of organisation on a na- 
tional scale will take time and patience. 
The first expected step will be the holding 
of a congress of opposition forces, perhaps 
as early as next week. The Americans and 
British appear determined to include local 
leaders as well. 

So who will be the Iraqi Karzai? Baath- 
ist repression has made it impossible for 
national figures, other than Mr Hussein 
and his henchmen, to emerge from within 
Iraq. But nearly all the exiles suffer dis- 
qualifying flaws. The top Kurdish leaders 
are widely respected, but will be sus- 
pected of placing ethnic above national in- 
terests. Mr Hakim claims to represent 
Shias, but has a narrow following even 
among them, is tainted by association 
with Iran, and rouses the fear of secularists 
and Sunnis. Mr Chalabi is clever, efficient 
and happens to be a secular-minded Shia, 
but is seen as too cosy with the Americans. 

There are other possible figureheads. 
Adnan Pachachi, a 79-year-old former for- 
eign minister, has stayed above the exile 
politicking and steered clear of America. 
His age may even prove an advantage, 
since his role would necessarily be transi- 
tional. Others include Laith Kubba, a book- 
ish, liberal Shia who is popular in the State 
Department, and Nizar Khazraji, a gruff 
general who would represent something 
of a wild card. His sterling service as chief- 
of-staff during the Iran-Iraq war brings 
strong nationalist credentials, but his re- 
cord is also shadowed with charges of 
complicity in the murder of Kurds. 

Before all this is settled, however, one 
last battle must be fought, this time across 
the Potomac. Even at this late date, the 
Bush administration appears not to have 
made up its mind what to do: let the Iraqis 
decide, or shoehorn its own man in. 8 


Managing transitions 


The lessons of 
experience 


From Bosnia, East Timor, and other 
fragile places 


| ps is about to join the growing list of 
countries and territories that have been 
placed under foreign supervision until 
deemed able to manage on their own. In 
other words, it will become another mod- 
ern protectorate. 

In the course of the 20th century, for- 
eign tutelage developed from crude colo- 
nialism into a system of international sur- 
veillance, which was meant to benefit 
local populations and, in most cases, pre- 
pare them for independence. Between the 
world wars, such roles were carried out by 
the “advanced nations” (France, Britain, 
Belgium, South Africa, Australia, New Zea- 
land and Japan) under League of Nations 
mandates; after 1945, the newly estab- 
lished United Nations extended this in a 
new form, the trusteeship. With the inde- 
pendence of the last trust territory, Palau, 
in 1994, the system withered away. 

After the second world war, Germany 
and Japan were placed under a different, 
more severe, form of tutelage. Their ad- 
ministrations were set up under the mili- 
tary aegis of the occupying allies, who re- 
lied heavily on existing administrative 
structures. A new legal basis was required 
to assume supreme authority, resting on 
the fact that both countries had been fully 
defeated and lacked a government compe- 
tent to maintain order. Post-war Germany 
and Japan present, to some, the closest par- 
allel to post-war Iraq. 


Reinventing the wheel 

Decolonisation was thought to have killed 
the system of international tutelage. In re- 
cent years, however, the notion of transi- 
tional administration has made a come- 
back. The end of the cold war, the local 
conflicts that followed and the growing 
threat of international terrorist networks 
have all redrawn old notions about the 
limits of foreign intervention. Narrow 
peacekeeping mandates have increasingly 
been replaced by “peace-building” opera- 
tions, which, besides keeping order, also 
involve (re)building institutions and the 
economy, fostering democracy, punishing 
war criminals and promoting reconcilia- 
tion. It is all much more complex and am- 
bitious than it was. 

In the past decade, temporary interna- 
tional administrations have been revived. 
Sometimes they perform their old func- 
tion of smoothing the path from subjec- 
tion to independence, as in Namibia and 
East Timor. In some places (eastern Slavo- 
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How it was done in Dili 


nia, northern Iraq), they provide a cooling- 
off period before reintegration into an- 
other country. In others (Afghanistan, 
Sierra Leone, Cambodia, Bosnia and Ko- 
sovo) they have helped pick up the pieces 
after a civil war. In each case, the same 
questions—who should govern, with what 
power, with what aims, and for how 
long—have to be answered afresh. 

Post-colonial sensitivities mean that 
single states are no longer appointed as 
carers, and that a permanent transitional 
system cannot be developed. Instead, the 
job is done by international bodies such as 
the UN or, as in Bosnia, by ad hoc interna- 
tional coalitions. This can create new pro- 
blems. In Bosnia, the high representative 
has no formal authority over the patch- 
work of international agencies involved in 
the transition. In addition, as in Kosovo, 
responsibility for military and civilian ad- 
ministration is split between NATO and 
the UN—which can leave civilian authori- 
ties powerless in the face of violence. In 
eastern Slavonia, Cambodia and East Ti- 
mor, where a single transitional adminis- 
trator was responsible for both military 
and civilian affairs, co-ordination was 
much easier. 

International organisations are also of- 
ten saddled with more bureaucratic and 
political constraints than individual gov- 
ernments. This can severely hamper oper- 
ations. “It’s like being asked to perform 
Olympic gymnastics and then being 
placed in a straitjacket,” says Sérgio Vieira 
de Mello, who headed the UN administra- 
tion of East Timor. 

How much authority should be vested 
in transitional administrations? Experi- 
ences have ranged from mere supervision 
of local authorities or warring factions (as 
the UN did in Cambodia) to the assump- 
tion of all legislative, executive and judi- 





cial responsibilities, as happened in Ko- 
sovo, where there was little functioning 
government left. The pinnacle was 
achieved in East Timor, where, besides 
having full administrative and military 
powers, the UN became the legal sover- 
eign power after Indonesia withdrew and 
before Timor became independent. 

Transitional administrations enjoying 
wide powers have been better equipped 
to fulfil their mandate than those depend- 
ing on the co-operation of sometimes con- 
flicting local parties. Under the 1995 Day- 
ton agreement, Bosnia’s three wartime 
regimes remained intact. The high repre- 
sentative was supposed only to promote 
compliance with the agreement, but origi- 
nally did not have much authority to do 
so. The lack of clear military advantage 
also fuelled intransigence. As it became 
clear that local parties—none of which was 
happy with the Dayton outcome—were 
unwilling to co-operate, the high represen- 
tative was eventually given more muscle, 
including the authority to fire local offi- 
cials and to rule by decree. 

The risk, however, is that powerful in- 
ternational carers become deaf to local 
voices. This happened in East Timor. Ac- 
cording to Mr Vieira de Mello, “faced as we 
were with our own difficulties in the estab- 
lishment of this mission, we did not, we 
could not, involve the Timorese at large as 
much as they were entitled.” He himself 
had no clear conception of how to exercise 
"fair governance with absolute powers", 
other than through a system of “benevo- 
lent despotism". This has led Jarat Chopra, 
who headed the UN Office of District Ad- 
ministration in East Timor, to conclude 
that the system mimicked monarchical 
power. "The unavoidable conclusion", Mr 
Chopra says, "may be that the UN, despite 
its ability to monopolise the image of le- » 





> gitimacy, is ill-suited to administering ter- 
ritories in transition.” The question of who 
may be better suited, however, remains 
open. 

When should countries under transi- 
tional administration be allowed to ven- 
ture out from international protection? 
Strictly speaking, when the necessary jobs 
have been done. But for every mandate 
where the desired end is clear (eastern Sla- 
vonia to be given back to Croatia; East Ti- 
mor to become independent), others will 
be murky. In Kosovo, UN Resolution 1244 
provides for an interim administration for 
Kosovo, which is to be autonomous until 
its final status is decided on. But the transi- 
tional authority is left to come up with 
concrete interpretations of nebulous no- 
tions, such as “demgcratic development". 
Bernard Kouchner, the first adrntnistrator 
in Kosovo, is said to have read the resolu- 
tion twice every morning, trying to figure 
out what "substantial autonomy" was 
supposed to mean. 

Bosnia highlights the problems that 
arise when the local population and their 
international tutors fail to agree about po- 
litical and economic reconstruction. Be- 
fore the 1998 elections, Richard Holbrooke, 
the Clinton administration's special envoy 
to the Balkans, reflected on the problem. 
"Suppose the election was declared free 
and fair [and those elected] were racists, 
fascists, and separatists who are publicly 
opposed to [peace and reintegration]? That 
is the dilemma." In the event, the elections 
endorsed the nationalists who were con- 
sidered to be spoiling the peace process. So 
instead of more authority being trans- 
ferred to local parties, the high represen- 
tative increasingly made use of his discre- 
tionary powers and, among other things, 
ended up sacking more than 70 elected of- 
ficials over the next few years. 

Although everyone agrees that interna- 
tional administrations are meant to be 
transitional, they often seem to end too 
early or too late. In Bosnia, there was a 
clear deadline from the onset. Elections 
were to be held six to nine months after the 
Dayton agreement, and foreign troops 
were to pack their bags in 12 months. The 
Clinton administration wanted tangible 
results before the 1996 presidential elec- 
tion, but left too little time to transform 
Bosnia's political landscape. In the end, 
foreign troops stayed longer. In Kosovo, 
East Timor and Afghanistan the approach 
to elections has been more gradual, but 
this has sometimes angered the locals. 

The United States is not renowned for 
peace-building. Simon Chesterman of the 
International Peace Academy, a think-tank 
based in New York, points out that, in Af- 
ghanistan, the United States had a clear 
military strategy of uprooting al-Qaeda 
and ousting the Taliban, but no idea of 
what should come next. In Iraq, however, 
things may be different. m 


War-crimes trials 


No Nuremberg 


America says Iraq should try its own 
thugs 


EORGE BUSH and his officials have 
repeatedly asserted that Saddam Hus- 
sein and his henchmen, if they have sur- 
vived, will be put on trial for war crimes 
and civilian atrocities. They have not said 
how such trials would be held, or who 
would sit in judgment. This week the Un- 
ited States made it clear that, if any of the 
regime's leaders are captured alive, it does 
notintend to turn them over to any form of 
international tribunal. 

In the case of crimes against American 
soldiers in Iraq during the current conflict 
or the 1991 Gulf war, "We believe we have 
the sovereign ability and right to prose- 
cute," explained Pierre-Richard Prosper, 
the American ambassador for war-crimes 
issues, in a briefing at the Pentagon. Past 
atrocities by Mr Hussein's regime, he 
added, would be dealt with by an “Iraqi- 
led process that will bring justice for the 
years of abuses that have occurred." The 
American government has been working 
with Iraqi exiles and jurists, trying to for- 
mulate a way to conduct such trials. Amer- 
ica would help with "technical, logistical, 
human and financial assistance". 

Few would quibble with America 
holding trials for those accused of war 
crimes against its troops—false surrenders, 
for example, or the parading of American 
prisoners before television cameras. Mr 
Prosper said that, in such cases, America 
might resort either to military tribunals or 
America's federal courts, both long-estab- 
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lished venues. But the decision to reject the 
idea of international tribunals for Mr Hus- 
sein and his most senior aides, and instead 
to hand them over to Iraqi courts, is far 
more controversial. Richard Dicker, a se- 
nior lawyer with Human Rights Watch, a 
New York-based campaigning group, says 
that the Iraqis should certainly be involved 
in this process, “but the country's justice 
system just doesn't have the capacity to 
handle a series of highly complicated 
trials." 

American officials have put forward a 
number of arguments in favour of Iraqi- 
led trials. Iraqi exile leaders want this, they 
say. And because Saddam's worst crimes 
were committed against his own people, 
Iraqis themselves should get the chance to 
hold him and his regime to account. Such 
trials will help to establish a functioning 
and fair legal system after years of system- 
atic repression. 

But this week's announcement may 
not be the end of the matter. Even Mr 
Prosper held out the possibility that the 
Iraqis themselves may seek an interna- 
tional tribunal. The principal problem 
with Iraqi-only trials is that, without some 
international involvement, they may have 
little credibility either in Iraq or in the out- 
side world. After decades of kangaroo 
courts, almost anyone associated with 
Iraq's existing legal system is compro- 
mised. And few Iraqi expatriates can claim 
to be impartial, either. 

If the Americans, or the Iragis them- 
selves, reconsider and eventually seek in- 
ternational involvement, the most attrac- 
tive option is likely to be mixed tribunals 
with some Iraqi and some foreign judges. 
Jurists from other Arab countries might be 
especially helpful. Such tribunals have re- 
cently been set up, with UN backing, in 
Sierra Leone and East Timor. One snag 
may be that any uN-backed tribunal 
would not be able to impose the death 
penalty, which both the American govern- 
ment and Iraqi exiles support. 

America's hostility to the newly estab- 
lished International Criminal Court 
means it will play no part. But the Bush ad- 
ministration has also rejected another 
model America once favoured: the ad hoc 
UN tribunals that are holding trials for war 
crimes and genocide in Rwanda and the 
former Yugoslavia. American officials 
point out that these tribunals have turned 
out to be expensive and slow; the cost of 
the Yugoslav tribunal alone is running at 
more than $100m a year. Their supporters 
argue that they have held to account lead- 
ers such as Slobodan Milosevic, Serbia's 
strongman, in trials that are visibly fair, 
and have created an invaluable historical 
record that may help both countries avoid 
repeating past atrocities. As creations of 
the UN Security Council, they also have 
undisputed legal authority—something 
which may yet be needed in Iraq. m 
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The wild frontier 


PESHAWAR 


Muslim fundamentalists become acquainted with the realities of exercising power 


HE usually bustling bazaars of Pesha- 

war's old city were eerily quiet on April 
8th. Most shops were shut, in observance 
of anational traders’ strike called in protest 
at the war in Iraq. Shopkeepers hoisted 
black flags and joined rallies. This was the 
latest of many demonstrations since the 
war began. On Fridays, after prayers, 
groups of white-robed, bearded men, dis- 
gorged from the mosques, take to the 
streets to call for death to George Bush. On 
March 30th, an estimated 200,000 people 
marched in one of Pakistan’s biggest prot- 
ests ever. Like so much of the Muslim 
world, the country’s North-West Frontier 
Province is angry. But here, the angry bri- 
gade is in government. 

In the general election last October, 
called to give a civilian gloss to the military 
regime of the president, General Pervez 
Musharraf, the Muttahida Majlis-i-Amal 
(MMA), an alliance of six Islamist parties, 
won 60 out of the 342 seats in the National 
Assembly. And in one of the four prov- 
inces, North-West Frontier, it pulled off a 
real surprise, winning control of the pro- 
vincial government. In neighbouring Ba- 
luchistan, which also borders on Afghani- 
stan, it did almost as well, and entered 
government in coalition. A shudder shook 
those who worry that Pakistan has the po- 
tential to become the next fundamentalist 
state. Their fears have been fuelled by an 


increase in attacks on American soldiers 
and their Afghan allies pursuing the rem- 
nants of the Taliban and al-Qaeda in law- 
less border areas. 

Some of the measures taken or threat- 
ened by the new provincial government 
have added to the concerns. The an- 
nouncement of a ministry for “the promo- 
tion of virtue and prevention of vice" is 
reminiscent, for instance, of the zealotry of 
the Taliban. Police-sponsored vigilantes 
have lit bonfires of videos and harassed 
musicians (some, denied a respectable liv- 
ing, have reportedly been forced to turn to 
prostitution). There have been threats to 
ban cable television. More women have 
taken to wearing the veil. Planning has 
started for the implementation of Islamic 
law (sharia) in the province, involving the 
segregation of women in health and edu- 
cation, and the compulsory closure of 
businesses to allow time for prayer. 

But extremist zeal has in practice been 
tempered by gradualist caution. Moham- 
mad Adeel, a former provincial finance 
minister, now in opposition, scoffs at the 
new government-not for its Islamist 
agenda, but for its failure to do anything 
much at all: nothing, he says, except tear- 
ing down a hoarding with a picture of a 
woman advertising Lux soap, and ban- 
ning the tape-recorders on which bus-driv- 
ers play *unsuitable" music. 
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Similarly, although some non-govern- 
mental organisations (seen by the Islam- 
ists as an American fifth column) are ner- 
vous, Maryam Biby, of "Sisters' Home", a 
charity for women, is, so far, reassured. 
She says the MMA, still grappling with the 
novel experience of government, has soft- 
ened its hardline, segregationist stance to- 
wards women. It wants their votes. 

There are other possible reasons for the 
MMA'srelative restraint. One is the limited 
scope of provincial authority. Even the in- 
troduction of sharia is complicated by the 
federal legal system. The National Assem- 
bly can overturn laws passed by the pro- 
vincial assemblies. 

The fragmented nature of the alliance 
itself also impedes radical action. Its six 
parties are riven by doctrinal disputes and 
personal rivalries. That they managed to 
forge an electoral alliance in the first place 
was so unprecedented and astonishing 
that it is attributed by many cynics not to 
Islamic unity but to military manoeu- 
vring: the army and intelligence services 
allegedly fostered the alliance to weaken 
other opposition parties, and so ensure 
that the “king’s party” loyal to General 
Musharraf led the government. 

More concretely, the MMA's victory in 
North-West Frontier Province said less 
about support for fundamentalist Islam 
than it did about anti-American feeling. 
People in the province talk routinely about 
the many American “atrocities” and “mas- 
sacres” in the war against the Taliban and 
al-Oaeda in Afghanistan. Ethnic Pushtun 
kinship and a porous border make many 
see it as a war against them, too. The MMA 
succeeded in harnessing popular anger 
with America, and with General Mushar- 
raf’s government for its ditching of the Tali- 
ban and help for the war effort (which last »» 





> week earned the government its latest re- 
ward-the writing-off of $1 billion-worth 
of American debt). 

But anger at the government's prag- 
matic accommodation with the United 
States need not imply widespread support 
for some of the MMA's more restrictive so- 
cial and cultural policies. People care more 
about basic economic issues, especially 
jobs, areas over which the MMa has very 
little control. 

There is also another explanation for 
the MMA's moderation: it believes time is 








onits side. Muhammad Iqbal Khalil, of the 
Jamaat-e-Islami, a moderate MMA compo- 
nent, says that the Taliban's revolutionary 
extremism serves as a negative example, 
butthat nonetheless a "slow Islamisation" 
is under way in the province. 

Many believe that if Pakistan's general 
election were held again now, the MMA 
would fare even better, thanks to the ef- 
fects of the war in Iraq, which, presented as 
an assault on Islam itself, has given a new 
lease of life to its anti-American campaign. 
There is a real danger in this strategy, how- 
ever: keeping the fires of religiously-in- 
spired anger burning may make them hard 
to douse. That, as the International Crisis 
Group, a lobbying think-tank, notes in a re- 
cent report, runs the risk that Pakistan finds 
itself “isolated regionally and a target, as 
opposed toa partner”, in America’s war on 
terror. That risk is heightened by the en- 
thusiasm of many Pakistani Islamists for 
seeking “martyrdom” in an insurgency in 
Indian-administered Kashmir—a proxy 
war that India demands America and the 
world should now be ready to recognise as 
nothing more than a prolonged campaign 
of terrorism. @ 


Afghanistan 


Taliban resurgent 


KABUL 
Efforts to destabilise the government 


A THE war in Iraq seems to be ending, 
the war in Afghanistan seems to be 
horribly alive, particularly in the south of 
the country. Perhaps in response to in- 
creased American activity in a region 
where foreign intervention has tradition- 
ally been unwelcome, there have been 
worrying signs of a Taliban resurgence. 

At the end of March, American forces 
concluded Valiant Strike, the third large op- 
eration they have run this year against the 
remnants of al-Qaeda and Taliban rebels 
in southern Afghanistan. Pakistani 1p 
cards are said to have been found on the 
bodies of some of those killed in the strike, 
indicating that the rebels may be getting 
support from Pakistan. 

Earlier, Mullah Omar, the former 
leader of the Taliban regime, had called on 
Afghans to “fight like the Iraqis to rid your 
country of foreign oppressors”. Two Amer- 
ican special-forces soldiers and a Red 
Cross man were shot dead at the end of 
March. The soldiers were travelling by ve- 
hicle in Helmand, a major poppy-growing 
area. They were ambushed by bands of 
men riding motorbikes, possibly members 
of the Taliban or allies of Gulbuddin Hik- 
matyar, a warlord opposed to the Afghan 
government in Kabul. 

The Red Cross man, Ricardo Munguia, 
was the first aid-worker to be murdered in 
Afghanistan in five years. On March 27th 
he was travelling with Afghan colleagues 
near Tirin Kot in Uruzghan, near Kanda- 
har, when they were stopped by a group of 
gunmen. One of the gunmen made a call 
by satellite phone to “a commander”. The 
commander said the Red Cross man 
should be killed, rejecting a plea for mercy 
by the gunman who said that the Red 
Cross had once saved his life. The Afghans 
with Mr Munguia were spared but told not 
to work with foreign agencies again. The 
next day a statement was made in Pakistan 
by people purporting to be from the Tali- 
ban. Taking responsibility for the killing, 
they said this was the start of a campaign 
to destabilise the government. 

In recent weeks many agencies and 
NGOS have pulled out of Kandahar citing 
the growing security threat. One NGO said 
that its staff now travel by public transport 
rather than in private vehicles, nine of 
which have been hijacked in the past two 
months. One aid-worker said that security 
in Afghanistan is now worse than it has 
been for ten years. When the Taliban ruled 
Afghanistan, they could provide security » 


> throughout nearly all of the country. The 
authority of the government of President 
Hamid Karzai is much more limited. 

The assassination this week of Mullah 
Jailani, who sheltered Mr Karzai during the 
conflict to oust the Taliban regime, may 
have been an overt message to the Karzai 
government of growing dissatisfaction felt 
by many Afghans. Mr Karzai is increas- 
ingly seen by many as a shah shujah, or 
puppet, of the Americans. 

One way in which the American-led 
coalition is seeking to extend the remit of 
the government is through the establish- 
ment of what are known as provincial re- 
construction teams. Run by America’s De- 
fence Department, they are made up of 
coalition soldiers undertaking civil and 
humanitarian work. 

Aid-workers are worried: they believe 
that coalition soldiers should be limited to 
providing the safety in which humani- 
tarian work can be conducted, rather than 
the soldiers trying to conduct it them- 
selves. The teams, they fear, blur the dis- 
tinction between combatants and aid- 
workers in the minds of Afghans, so 
putting aid-workers and other non-com- 
batants at greater risk. @ 





China 


Please lie less 


BEIJING 
China’s response to the SARS epidemic 
is being hobbled by a culture of secrecy 


REVENTING and treating atypical 

pneumonia, Beijing’s Communist Party 
chief, Liu Qi, told medical experts this 
week, are “important political tasks”. In 
party-speak, this means the leadership is 
more worried than it has previously liked 
to admit about the epidemic of a pneumo- 
nia-type ailment known as Severe Acute 
Respiratory Syndrome, or SARS. But 
China’s decision to be a bit more open 
about the problem is doing little to contain 
the damage. 

China's response to the sars epidemic, 
which has affected at least 2,400 people in 
Asia and caused 96 deaths (over half of 
them in mainland China), has been ham- 
pered by a secretive political system that is 
poorly equipped to handle crises and by a 
health-care system ill prepared to monitor 


the spread of such a disease. 

Late last month, after weeks of trying to 
cover up the epidemic, China changed 
tack. It agreed at last to let the World Health 
Organisation visit the worst affected area, 
Guangdong province. It began providing 
daily updates on case numbers and admit- 
ted that the problem in China was indeed 
related to the sars epidemic elsewhere. 
More than two weeks after reporting its 
first cases, a start has been made on disin- 
fecting public buildings in Beijing, where 
local medical workers say there are many 
more cases than the 22 officially reported. 

This new approach was doubtless 
prompted by growing international alarm 
about China’s cover-up, which has ham- 
pered efforts by scientists to understand 
how the disease started and how it 
spreads. Even the World Health Organisa- 
tion (WHO), which has tried to secure 
China’s co-operation in dealing with the 
epidemic by avoiding public criticism of 
its behaviour, joined the chorus of criti- 
cism on Sunday. “It would have been 
much better if the Chinese government 
had been more open in the early stages,” 
said the wHO’s director-general, Gro Har- 
lem Brundtland. 

But China's strategy for dealing with 
SARS is still disturbingly flawed. Though 
quicker to report new cases, its statistics re- 
main partial. wHo officials say they now 
have a much better understanding of the 
situation in Guangdong and believe the 
epidemic is abating there. But they are less 
certain that the rest of the country is taking 
adequate steps to monitor and control the 
disease or that the authorities are report- 
ing all known cases. 

While trying to appear more forthcom- 
ing about the disease's spread, China has 
also stepped up efforts to persuade the 
public that sars is nothing to worry 
about. Officials have been encouraging 
people to travel during the forthcoming 
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May Day holiday week (China is eager to » 
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to run today’s most demanding 
business applications. 


Ire. 


It's a combination of several advanced computer technologies, 
designed specifically for the wireless world. 








Unstress. 


Intel Centrino mobile 
technology is engineered 
to last longer, so you can 

work and play longer. 
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* encourage holiday spending as a way of 
boosting the economy). But it is not advis- 
ing tourists to avoid travelling if they have 
symptoms of sars. Nor is it advising 
transport operators to screen passengers. 
The crisis is a test of the abilities of 
China's new leaders, including the presi- 
dent and party chief, Hu Jintao, and the 
prime minister, Wen Jiabao, who took of- 
fice between November and March. So far 
the signs are not encouraging. The first re- 
ported cabinet meeting called by Mr Wen 
to discuss the problem did not take place 
until April 2nd, two months after the dis- 


ease took off in Guangdong. 

And in spite of a much-trumpeted ap- 
peal by the new Politburo in late March for 
news reporting to be "close to reality, close 
to the masses and close to life", the au- 
thorities have kept a tight grip on coverage 
of SARS by the media. A couple of newspa- 
pers have bravely bristled at this, including 
the China Economic Times, which said on 
Wednesday that the media's silence on the 
issue had damaged the country's image. 
The people's “right to know", it said, had 
become an urgent matter. Mr Hu and Mr 
Wen, it appears, do not agree. W 





Myanmar 


Investing in a misruled lan 


MIGYAUNGLAUNG 


How much help is Western disinvestment to the people of Myanmar? 


j k- villagers of Migyaunglaung are 
lucky by the standards of military- 
ruled Myanmar. In 1997, six years after the 
army forcibly evicted them from their 
homes on the banks of the Dawei river, it 
suddenly relented and allowed them to re- 
turn. They are in no doubt about what ac- 
counted for this unprecedented clemency: 
the intervention of TotalFinaElf, a French 
energy conglomerate which exports gas to 
Thailand through a nearby pipeline. Oth- 
ers in the area describe how Total’s pres- 
ence has spared them from forced labour, 
extortion and harassment at the hands of 
the army. On top of this, Total has set up a 
lavish aid scheme that has spent $6m on 
all manner of projects from pig farms to 
fire stations. So why do human-rights cam- 
paigners vilify the company for its invest- 
ment in Myanmar? 

In part, the complaints stem from 
events during the planning and construc- 
tion of the pipeline in the mid-19905. Vil- 
lagers from the area have sued the three 
shareholders in the pipeline (Total, the 
government of Myanmar and Unocal, an 
American oil firm) in three different coun- 
tries for complicity in the atrocities the 
army committed at the time. Total and Un- 
ocal, while denying any responsibility for 
any unpleasant incidents, contend that 
their presence has actually helped to im- 
prove the life of the local people and mod- 
ify the government's behaviour. Their crit- 
ics, on the other hand, say they are simply 
propping up the despots and should with- 
draw from the country. 

The suggestion is hardly far-fetched. 
Premier Oil, a British company that owns a 
share in another nearby pipeline, is now in 
the process of selling its stake after a pro- 
longed disinvestment campaign by activ- 
ist shareholders. Last month, a holding 


group for several retailers called May be- 
came the 40th American company to suc- 
cumb to a consumer boycott and ban 
goods made in Myanmar from its shelves. 
But many companies, including some 
that have given in to the boycotters, argue 
that such withdrawals do more harm than 
good. An executive from a European cloth- 
ing company that recently pulled out of 
Myanmar describes how the government 
took over its factory. Now, he assumes, the 
plant is operating without the safeguards 
for the workers and the environment that 
his firm had insisted on. Likewise, Olivier 
de Langavant, Total's country manager in 
Myanmar, says that another oil firm 
would step into the breach if Total pulled 


If we don't, another firm will 
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out—just as Malaysia's Petronas is happily 
replacing Premier. At the moment, he says, 
the government is not earning much 
money from the pipeline anyway, since it 
is still paying off its share of the construc- 
tion costs. What's more, he argues, econ- 
omic isolation, even if it could be 
achieved, would not really bother Myan- 
mar's generals; after all, they themselves 
sealed the country off from the world for 
30 years up to 1988. 

The proponents of boycotts and sanc- 
tions, who include Aung San Suu Kyi and 
her political party, claim that the regime 
does worry about its image. They point to 
its recent courtship of groups such as Am- 
nesty International and the International 
Labour Organisation. They also claim that 
the government is feeling the financial 
pressure: clothing exports to the United 
States fell by 27% in 2002, for example, cut- 
ting into its hard-currency earnings. But 
such setbacks pale next to the damage the 
generals do to Myanmar's economy all by 
themselves. They tend to change laws, 
cancel contracts and close borders without 
heed to the economic consequences. They 
are currently sitting back and watching a 
damaging run on the banks unfold. 

There is no international consensus 
about how best to influence the regime. 
America, which at present imposes mild 
sanctions on trade and investment in 
Myanmar, recently threatened to 
strengthen them unless the government 
took more vigorous steps to restore democ- 
racy. But Sergio Pinheiro, who monitors 
the human-rights situation in Myanmar 
for the UN, says that the generals respond 
better to engagement than to ostracism. 
There is, of course, a third possibility: that 
the behaviour of outsiders, friendly or 
hostile, has no effect on the regime at all. = 





United States 


The politics of war 





Who plucks the grapes of victory? 


WASHINGTON, OC 
Winners and losers in American politics 


HE battle for Iraq seems to be drawing 

to an extraordinary end. The last gasps 
of Saddam Hussein's regime could still be 
poisonous. Yet in three weeks—a shorter 
time than the first Gulf war needed, shor- 
ter even than the one in Afghanistan did— 
the American-led coalition has, stun- 
ningly, achieved most of its military aims. 

Inevitably, the reckoning of war is go- 
ing on in Washington, DC, too. War 
changes domestic affairs-sometimes pro- 
foundly, sometimes less so. This war, it 
currently seems, is in the second category: 
not because it is having little effect, but be- 
cause ithas accelerated developments that 
were going on any way. 

Clearly, George Bush stands to be the 
biggest gainer. War in Iraq was, in one 
sense, of his choosing. Although the roots 
of conflict go back to Saddam Hussein's 
behaviour after the first Gulf war, the rec- 
ognition that the threat had to be dealt 
with now was Mr Bush's-and the support 
of most Americans for the war partly re- 
flects their trust in their president. 

Victory should strengthen his position 
at home, though whether it will enable 
him to pass, say, his full tax cut is more 
doubtful. Still less does it make him a 
shoo-in for the 2004 election. As his father 
famously found, the politics of the domes- 
tic economy and of national security run 
on different tracks. 

It is striking that Mr Bush's personal 
wartime popularity has not yet reached 


the stratospheric heights that he achieved 
after September 11th 2001, or that his fa- 
ther enjoyed after the first Gulf war. About 
a third of Americans resolutely opposed 
military action. This reflects an emerging 
truth about Mr Bush: he is proving a divi- 
sive president, unable to change the minds 
of a significant slice of his people. 

Nevertheless, this is unlikely to weaken 
him as much as you might think. The ob- 
verse of hostility among Democrats is 
wild popularity with his Republican base. 
This should enable him, before 2004, to 
consolidate that support—and then reach 
out towards the undecided middle where 
elections are won and lost. 

Moreover, the president cast the battle 
against Saddam in the context of a wider 
struggle against terrorism and the prolifer- 
ation of weapons of mass destruction-is- 
sues that are likely to remain vital for the 
foreseeable future. Of course, the 2004 
election will depend also on the state of 
the economy (see page 62) and the success 
or otherwise of Iraq's post-war reconstruc- 
tion. But, all things being equal, Mr Bush 
should be able to present himself as the 
overthrower of two vile regimes—Sad- 
dam's and the Taliban—and a forceful de- 
fender of America's national security. 

For the Democrats, the war has been 
badly divisive. Howard Dean, a former 
governor of Vermont, launched an out- 
sider's bid for the presidency on the back 
of anti-war feelings. Most other leading 
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Democrats, in varying degrees, supported 
military action. But even the hawks, with 
the possible exception of Joe Lieberman, 
have looked mealy-mouthed because they 
hedged their support with so many cave- 
ats. The party has been left hoping against 
hope that, when the war ends, America's 
voters will forget about the Democrats' di- 
visions and return to domestic concerns, 
where the Democrats usually do better. 

In fact, for the past few weeks, the 
Democratic presidential hopefuls have 
hardly focused on the war at all, but on 
raising money for the 2004 election. This 
produced a surprise: John Edwards, a 
young senator from North Carolina, 
whose candidacy had seemed to be flag- 
ging, emerged top of the money heap, rais- 
ing $7.4m; John Kerry of Massachusetts 
came in second. 

But this activity—necessary as it is—cast 
an unflattering light on the party. A war 
was happening, yet the Democrats had lit- 
tle to say about national security. For de- 
cades, they have been slowly erasing pub- 
lic suspicion that they are “soft on foreign 
policy”. They risk undoing all this. 

After Mr Bush, the politician who 
stands to benefit most from the war-in 
America, at least—is Tony Blair, the one 
man who could probably beat Mr Bush in 
an election. He now has more influence in 
the White House than any foreigner and 
than many members of the cabinet 
(which, admittedly, is not saying much). 

The counterpart of Mr Blair's, and Brit- 
ain's, higher standing has been the dam- 
age done to many of America's erstwhile 
allies. Relations with France and Germany 
may have been permanently damaged. 
The administration would like to restore 
its ties with Turkey and Russia, but may 
find it hard going. 

These diplomatic challenges are likely 
to weigh down one of the most important » 
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figures in the administration, Colin Powell, 
and affect one of the capital’s longest-run- 
ning rivalries (far predating the Iraq war): 
the struggle between the State Department 
and the Pentagon. Mr Powell has been 
weakened. The architect of his country’s 
United Nations diplomacy, he was left up 
the creek without a paddle by Jacques 
Chirac. The Pentagon has been put in 


charge of the first stage of post-war re- 


construction in Iraq. Mr Powell’s task is 
now to mend what fences he can. 

Donald Rumsfeld, in contrast, is 
strengthened not only in his foreign-policy 
influence but also in his plan for “military 
transformation"—the attempt to shift 
America's military ideas away from heavy 
armoured divisions to smaller, mobile un- 
its, more reliant on air power and precisely 
aimed missiles. Two weeks ago, the de- 
fence secretary took a lot of flak for a war 





plan that, the critics said, put too much 
faith in this transformation. But it seems to 
have worked extraordinarily well. 

For similar reasons, Dick Cheney 
should see his behind-the-scenes influ- 
ence consolidated. The vice-president said 
from the first that the UN would prove a 
trap. He strongly supported Mr Rumsfeld's 
military alternative. 

Lastly, the war has moved the neo-con- 
servatives—neo-radicals is perhaps a bet- 
ter word—from the outskirts of politics to 
the centre. Led by Mr Rumsfeld's deputy, 
Paul Wolfowitz, they have been arguing 
forthe forcible overthrow of Saddam since 
the early 1990s. They seem to have been 
right when they said the regime would 
quickly collapse, and its atrocities would 
be revealed. The big question now is 
whether Mr Bush will adopt their wider 
hope: to democratise the Middle East. @ 





Homeland security 


Safer, but how safe? 


NEW YORK 


Alotof time and money is going into protecting New York. More is needed 


AC against the gods, punished by 
Zeus, poor Atlas had to bear the bur- 
den of carrying the heavens on his shoul- 
ders. New Yorkers will sympathise. “Oper- 
ation Atlas”, the Big Apple’s security plan, 
is a heavy load, costing the cash-strapped 
city $13m a week. And people are wonder- 
ing whether it will be wise for the city to 
lower its guard as the Iraq war ends. 

New York is not alone. Americans have 
sought to make themselves safer since Sep- 
tember 11th 2001, and the war in Iraq has 
intensified their efforts. Every city in the 
country has had to raise security standards 
since the war's start-sometimes at the 
whim of a colour-coded national threat 
level-and nearly every state is quibbling 
over just when the promised homeland- 
security money will turn up in its coffers. 

Much of the new security is highly visi- 
ble. In New York, rifle-carrying members 
of the National Guard patrol the subway, 
bomb-sniffing dogs cock an eye at the 
Staten Island ferry, helicopters hover over- 
head. Particularly vulnerable targets such 
as bridges, tunnels, government buildings 
and synagogues are peppered with check- 
points, metal detectors and more uni- 
forms. The lorries that deliver most of the 
city's goods are inspected at strategic 
points, and there is careful searching at the 
city’s airports. These are the obvious 
changes. But Operation Atlas also includes 
unseen anti-terror intelligence and much 
plain-clothes patrolling. 

Even so, itis hard to ensure the safety of 





Atlas's new burden 


all the thousands who gather in streets, 
theatres and subways. Kathryn Wylde, 
president of the Partnership for New York 
City, a non-profit group, points out that 
contemporary terrorism is increasingly fo- 
cused on economic targets. New York’s 
very strengths as an economic centre anda 
transportation hub make it more vulner- 
able to attacks. Local companies have 
spentaloton terrorism insurance. 

Money is also becoming the centre of 
the political debate. The mayor's office es- 
timates the city's emergency and counter- 
terrorism costs, which include equipment, 
intelligence and training, at more than $1 








billion a year. Its police force, which before 
September 11th had only 23 officers work- 
ing in intelligence, has now given 1,000 of- 
ficers special training—a costly exercise for 
a city struggling to close a budget gap near- 
ing $4 billion for the fiscal year starting on 
July 1st. As it stands, New York must rob Pe- 
ter (welfare, services and so on) to pay Paul 
(the police) to protect its people 

Other cities feel the same way. Alto- 
gether America’s mayors claim they spent 
more than $2.6 billion on additional secu- 
rity in the 15 months after September 11th. 
Costs have risen again since fighting 
started in Iraq. Local governments protest 
that it is the federal government's respon- 
sibility to protect its citizens in wartime. 

This week, Congress was due to ap- 
prove an $80 billion emergency-appropri- 
ation bill, the largest ad hoc spending bill 
in congressional history. Three-quarters of 
that has been earmarked for fighting the 
war, but around $4.25 billion will be spent 
on enhancing “the safety and well-being 
of Americans at home and abroad”, as the 
Office of Management and Budget puts it. 
Of this, $2 billion will be for state and local 
governments. Only about $700m, hardly 
an impressive sum, will go to high-threat 
urban areas like New York. 

The Big Apple can claim to have won at 
least one fight. At first, the plan was to dis- 
tribute the money on a state-by-state basis, 
which would have given Wyoming, astate 
under little threat of jihad, $9.78 a head, 
and New York a pathetic $1.40. After a 
fierce lobbying effort, Tom Ridge, the man 
in charge of homeland security, has now 
announced that the money will be distri- 
buted according to the danger you face. 
Seven cities will share an extra $100m, to 
help with equipment and training. 


More cops, fewer firemen 

Dividing up these spoils is now under 
way. So far New York has been guaranteed 
about $25m—more that any other city but 
barely enough to cover two weeks of Op- 
eration Atlas. The final total will be a frac- 
tion of the $900m Mayor Michael Bloom- 
berg asked for on the eve of the Iraq war. 

New York is thus left in the unenviable 
position of being the most likely target of 
another terrorist attack and, simulta- 
neously, the place least financially capable 
of countering the threat. There are 4,000 
fewer policemen than there were two 
years ago, and the city may have to lose 
more. Ray Kelly, New York's police com- 
missioner, has been quietly raising money 
from private donors. 

But most of the cuts are coming from 
elsewhere. This week, Mr Bloomberg laid 
off 3,400 municipal workers and shut 
down eight fire companies in three bor- 
oughs. Next week he will release his execu- 
tive budget-and more cuts. No wonder, as 
Ms Wylde puts it, “the city cannot afford 
another attack." w 
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Augusta National Golf Club 


My Lord and 
Master 


ATLANTA 
A row about women, men, clubs, 
money, publicity and, yes, golf 


S THIS newspaper went to press, the 
war was due to stop, stockmarkets to 
freeze and all other distractions and confu- 
sions to cease. Or so it will seem to many in 
the golf world. Of the sport’s four “major” 
tournaments, the us Masters, which be- 
gan on April 10th, may be the youngest, 
but it likes to claim that it is the best- 
known (even non-golfers recognise its 
prize green jacket) and itis setin the lushest 
surroundings—the Augusta National Golf 
Club, a course so beautiful that each hole is 
named after a different type of flower. 
This year, the club is in the foreground, 
not the background. Bizarrely-we are 
dealing with Georgia, after all—the contro- 


Environmental science 
The warmy city 


CHICAGO 





Lonely at the top 


versy is to do with not race, but sex. The 
club has no women members. A disgrace, 
say feminists and the New York Times. 
None of your business, reply the mem- 
bers, who claim principle on their side too. 

Augusta National has long been a ha- 
ven for powerful men to whack 18 holes in 
peace. Dwight Eisenhower played there 
regularly. Various bigwigs, including Jack 


What happensif the Great Lakes get hotter 


I AN apparent act of defiance, Mother 
Nature decided to dump snow across 
the mid-west on April 7th—just a day be- 
fore a group of 13 scientists issued an 
ominous prophecy about global warm- 
ing and the Great Lakes. The study is 
backed by the Union of Concerned Sci- 
entists (ucs), which is hardly famed for 
analysing the problem calmly. Yet the re- 
port is relatively rare because, rather 
than dealing in the usual vague global 
generalisations, it concentrates on what 
might happen in a fairly small area. 

The region around the Great Lakes is 
home to some 60m Americans and Ca- 
nadians. The scientists' techniques lead 
them to predict that by the end of this 
century local temperatures will rise by 5- 
12°F (3-7°C) in winter and 5-20*F in sum- 
mer. Cynics might note that this would 
mean the temperature changing more 
dramatically in the next 100 years than it 
has done in any such period over the 
past 20,000 years, though the scientists 
say that is precisely the point. Within 30 
years, a summer in Illinois would feel 
like summer in Oklahoma today. By the 
end of the century, it would supposedly 
feel like summer in east Texas. 

There are a few obvious winners and 
losers from such changes. The latter in- 
clude not only ice fishermen and snow- 
mobilers, but also asthma sufferers, 
hydropower generators and migratory 


birds that would find less food as forests 
change. The winners would include the 
holiday-boating industry, white-tailed 
deer, which would be more likely to sur- 
vive mild winters, and, less attractively, 
gypsy moths, whose range of operations 
would expand if temperatures warm as 
much as the scientists predict they will. 
For most people and animals, 
though, the outlook would be mixed. 
The oldest part of the region's econ- 
omy-agriculture- would have longer 
growing seasons, but farmers would 
need to change their crops and cope 
with more pests. Shipping companies 
based in the Great Lakes would benefit 
from longer spells of open navigation, 
but lower water levels would mean that 
their ships had to carry lighter loads. 
Less winter ice could reduce the number 
of fish that die from oxygen depletion, 
but lower water levels would make life 
tougher for stream-dwellers like trout. 
The study continues a change in the 
UCS's policy. Recognising that it has lit- 
tle chance of moving the Bush adminis- 
tration, it is concentrating on local 
politicians in the hope of getting limits 
set on things like urban sprawl. A report 
on California seems to have nudged that 
state into passing tough limits on car 
emissions. Bad luck, then, that this April 
8th turned out to be the coldest in Chi- 
cago since records began 130 years ago. 


Welch, Warren Buffett and Bill Gates, are 
said to be members. Hopefuls cannot ap- 
ply to join: you have to be invited (a pro- 
blem that allegedly slowed the impatient 
Mr Gates's admission). 

Augusta National treats the outside 
world firmly. cBs, which pays a reported 
$10m each year to broadcast the Masters, is 
supposed to call fans "patrons" and be nice 
about the course. One colourfully critical 
broadcaster in 1994 was banned from ever 
covering the tournament again. 

Last June Martha Burk, the president of 
the National Council of Women's Orga- 
nisations, wrote to William “Hootie” John- 
son, the club's president, urging him to 
start admitting women before the Masters. 
Mr Johnson replied that Augusta National 
would not change "at the point of a bayo- 
net". Ms Burk promptly started asking club 
members, sponsors, CBs and anyone else 
who would listen to boycott the Masters. 
She is also suing the city for the right to 
protest at the Masters' front gates. 

In Ms Burk's favour is the fact that 6m 
American women play golf. It also seems 
likely that at least one rich lady would 
rather like to be invited to join Bill, Jack and 
Warren for a foursome. Critics snipe that 
the club admitted blacks only in 1990. 
John Snow quietly resigned last year after 
he was nominated as treasury secretary. 

Yet Mr Johnson was an early supporter 
of civil rights in the south, and he is fight- 
ing Ms Burk hard. The club is private, he 
says: it will do what its members want, not 
the bidding of a Yankee publicity seeker. 
Augusta National invites the outside 
world to watch its tournament, and it does 
not need anybody's money. He has re- 
leased the sponsors from their obligations. 

In Georgia, things are going his way. 
There is a brisk trade in "The Burk Stops 
Here" buttons in Augusta. Tiger Woods, 
who is going for an unprecedented third 
successive victory in the tournament, has 
defied a New York Times editorial calling 
on him to boycott the event. If he was a full 
member of the club, he'd want it to admit 
women, but he's not, so it's not his busi- 
ness. Despite Ms Burk's good tee shot, 
Hootie looks a couple of strokes ahead. @ 
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Pre-school education 


Wobbly first steps 


CHICAGO 


Early schooling works. New proposals may jeopardise it 


HE toughest patches on Chicago's 

South Side offer few havens for chil- 
dren. Outside are flying bullets and police 
sirens; inside are poor teenage mothers 
and (occasionally) fathers. Yet here, in the 
shadow of a condemned public-housing 
block, a cluster of pastel-coloured build- 
ings contains what many experts see as a 
model for early childhood education in 
America. The Educare Centre, run by a 
non-profit group called the Ounce of Pre- 
vention Fund, offers an unusual mixture 
of care and education to 153 black children, 
from six weeks to five years old, who have 
little other stability in their lives. 

The benefits of early education are well 
known. It helps to determine how long 
children stay in high school, whether they 
turn to crime, and how quickly they will 
find a job. A study by the National Institute 
for Early Education Research says that ev- 
ery dollar invested in good, full-day, year- 
round pre-school (which is rare) yields a $4 
return in the long run to children, their 
families and taxpayers. "There's a huge 





Help me 


cost-benefit advantage just in decreased 
jail time," says James Heckman, an econo- 
mist at the University of Chicago. 

With state budgets so tight, pre-school 
programmes are suddenly vulnerable. 
New York state, for one, is threatening to 
cut universal pre-school education, and 
programmes are threatened in Tennessee 
and Massachusetts, among others. Ten 
states cut pre-school funding in 2002. A 
few states hope to make progress, though: 
the governor of Illinois wants to set up a 
programme for poor children deemed at 
risk. He hopes it will grow, over three 
years, to cover 25,000 children at a cost of 
$90m, though a huge state budget deficit 
may squash his plans. 

Congress is now considering reauthor- 
isation of the Head Start programme, 
which provides educational, nutritional, 
medical and social services to poor three- 
and four-year-olds and their families. The 
Bush administration is proposing 
changes—improvements, it says—that will 
shift accountability for Head Start to the 
states, where the money is spent. But the 
public-funded pre-kindergarten pro- 
grammes now available in 40-odd states 
vary greatly in quality and in the numbers 
they serve. Some early-schooling advo- 
cates worry, therefore, that a shift of Head 
Start to the states will undermine national 
standards. 

They also fear that cash-strapped states 
will cut back other pre-school pro- 
grammes further if they gain control over 
Head Start, or that money will no longer be 
earmarked for extra food and health 
checks. “If kids are hungry or can’t see, 
they're never going to learn," says Harriet 
Meyer, the president of the Ounce of Pre- 
vention Fund. The future of Early Head 
Start, which serves children from birth to 
three, is equally uncertain. 

To check both the states and the teach- 
ers are doing their job, the White House is 
insisting on standardised tests for four- 
year-olds. Despite howls from the unions, 
tests have formed the bedrock of most 
education reforms for older children. But 
in the case of toddlers, some experts argue 
that testing children's knowledge is less 
useful than measuring their behaviour: 
one behavioural system, developed by the 
Erikson Institute in Chicago, seems to 
work wellin several states. 

Head Start currently provides about 
$7,000 for each child, and Early Head Start 
provides $8,000-10,000. The Educare Cen- 
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tre spends an average of $13,000 for each 
child by combining Head Start and Early 
Head Start cash with state money for other 
programmes. Compared with the hodge- 
podge of pre-school activities that millions 
of American parents cobble together, the 
Educare Centre is admirably integrated. By 
pooling money from different sources, it 
can hire plenty of educated teachers and 
pay them well; it takes children for a full 
day, all year round, providing a safe and 
cheerful place in which to play and learn. 


A good start 

Why are there not more such places? The 
reasons include turf squabbles and jeal- 
ousy among other child-care groups, un- 
willingness to believe that existing pro- 
grammes need improving, bureaucratic 
hassles over families' eligibility for fund- 
ing, and lack of money. Research also 
shows that many Americans think pre- 
school children should be at home with 
their mothers. But that is a vanished age. 
Nowadays, when 73% of American 
women with children work, including 61% 
who have children under three, efficient 
and affordable child care is essential for 
employee-productivity as well as for the 
good of the children themselves. 

Adele Simmons, of Metropolis 2020 in 
Chicago, says it is time to invest in children 
as part of the nation's social infrastructure. 
"The increase in funding for roads and 
bridges has been far greater than the in- 
crease in funding for kids," she says. "Kids 
who enter school not ready to learn never 
catch up." m 





Lexington | 


Astate that used to be a trendsetter is stuck in a time-warp 





(s has always prided itself on getting to the future 
first-on pioneering the suburban affluence of the 1950s, the 
tax-cutting revolution of the 1970s and the high-tech boom of 
the 1990s. So consider a horrible possibility: that now it is the 
“new America” in the west that just doesn't "get it" (in the infuri- 
ating phrase of the 1990s' cyber-gurus) and the “old America" in 
the east that is grappling with the future. 

Ever since September 11th Californians have been out of the 
American loop, flummoxed by the war on terrorism and locked 
into a pre-September 11th mindset. Far from pioneering the fu- 
ture, the Californian upper crust seems stuck in the 1990s, 
maybe even the 1960s. And now the war is widening the gap. 

September 11th is usually credited with bringing America to- 
gether. But it also opened up a psychological gulf between the 
two coasts. People on the east coast were inevitably more 
shocked and shaped by that terrible day than people who wit- 
nessed iton television from a distance of several thousand miles. 
That psychological gap has grown bigger with time. 

New Yorkers and Washingtonians live, day in and day out, 
with the knowledge that their cities are the prime targets of an- 
other terrorist attack. A succession of grim events has reinforced 
this sense of vulnerability: the mysterious anthrax attacks; the 
crashing of an airliner in Queens; the Washington sniper; and 
the recent terror alert, which sent easterners rushing to buy duct 
tape and plastic sheeting but left Californians bemused. Califor- 
nia's worries are very much pre-September 11th worries: the 
economy, schools and the budget deficit. Fewer than one in 50 
Californians names homeland security as his main concern. 

The war on terrorism has also shifted the national spotlight 
back to the east coast. In the 1990s it was hard to take your eyes 
off California. Geeks and their gadgets became a national fetish. 
Young journalists flocked to San Francisco to work for Red Her- 
ring and the Industry Standard. Publishers handed out million- 
dollar advances for the latest Silicon saga. But who gives a fig 
about Moore's law these days? 

Meanwhile, the war on terrorism has shifted the national 
spotlight on to two subjects that California flunks badly—politics 
and geo-strategy. Of course, the golden state has islands of ex- 
pertise, such as Rand, a Santa Monica think-tank which arguably 





invented the study of terrorism, and the Hoover Institution, a 
conservative power house. Butit also has two big disadvantages. 


The first is that California, not least its journalism, is stuffed | - 


full of celebrities whose access to the airwaves is inversely re- | 
lated to their knowledge. Remember Barbra Streisand's press re~ |. 
lease suggesting that Saddam Hussein is president of Iran? And | 
Sean Penn's assurances, based on a three-day visit, that Iraq is 
“completely free of weapons of mass destruction"? 

The second is the implosion of the local Republican Party. 
Given the neanderthal nature of many of that organisation's 
members, it is tempting to say good riddance. But a one-party | 
state seldom makes for healthy political debate. Worse, the 
Democratic Party is controlled by its most extreme elements. At a 
recent state party convention delegates loudly booed Joe Lieber- 
man, despite the fact that this intelligent moderate was address- 
ing them on a pre-recorded videotape. 

A good deal of Californian political discussion is locked in 
the 1960s. Listen to Pacifica Radio, read some of the Los Angeles 
Times columnists, or watch yet another degree-less actor de- 
nouncing the “war for oil", and you are immediately transported 
back to that heady decade—to a time when American power was 
always being put to malign ends, when the American armed 
forces were always bogged down in an unwinnable war, and 
when the c1A and the rBi were always up to no good. This mind- 
set is not unique to California, of course; it is to be found in most 
universities in the land. But in the rest of the country the class of. 
'68 has to contend with a cacophony of other voices. In the na- 
tion's biggest state it reigns almost unchallenged. | 


California sleepin' | 
Will California recover, or is it bound to fade like some ageing 
screen siren, while younger floozies (Texas? Florida?) grab the 
limelight? One depressing thing about the state's current mar- 
ginalisation is that it actually began before September 11th. The 
bloom was already off the Silicon rose even before the terrorist 
attacks. Moore's law had become snore's law, computers just an- 
other commodity. | 

Politically, California has been out of the loop ever since the 
Clintons moved out of the White House. Californians were 
never going to warm to George Bush and his southern-fried 
brand of Republicanism. This is a state where Bill Clinton (who 
won the state twice by a 13-point margin) is still a hero and where 
even 54% of registered Republicans oppose restrictions on abor- 
tion rights. The energy crisis that followed hot on the heels of the 
2000 election reinforced Mr Bush's image as a devil. Califor- 
nians are less inclined than almost anyone else in the country to 
give the president the benefit of the doubt on anything from tax 
cuts to homeland security. 

But the odds are surely on another comeback. Silicon Valley 
will contríve some new revolution that seizes the national imagi- 
nation. This year's Oscars had the smallest audience for 30 years, 
but Hollywood still creates the images that define America in the 
eyes of the world. Above all, there are the immigrants: California 
still pioneers America's demographic future. 

And, besides, there are compensations in being out of the 
loop. Do you really want to be on the cutting edge of history at a 
moment when that cutting edge is all about terror and destruc- 
tion? Sit in a café in West Hollywood, bathed in sun and sur- 
rounded by suspiciously beautiful people, and you can see the 
point of taking the occasional holiday from history. s 
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Repression in Cuba 


Disappearing into a Caribbean gulag 


HAVANA 


Fidel Castro’s regime feels threatened—by mounting domestic opposition as well 


as George Bush 


FEW of them, such as Raul Rivero, a 

poet and writer, and Martha Beatriz 
Roque, an economist, are well-known in 
human-rights circles abroad. But what is 
striking about the vast majority of the dis- 
sidents hauled before Cuba’s summary 
courts over the past ten days is their seem- 
ing ordinariness. Of the 78 assorted demo- 
crats, independent journalists and hu- 
man-rights campaigners rounded up by 
the security police last month, 49 live in 
the obscurity of the provinces. 

That, of course, may be precisely why 
Fidel Castro’s Communist government 
sees them as threatening. In just three 
weeks, Mr Castro has all but snuffed out 
the weak flame of opposition on the is- 
land. The detainees were hauled before 
courts surrounded by police and packed 
with government supporters, and from 
which foreign diplomats and journalists 
were barred. Accused of conspiring with 
American diplomats against Mr Castro's 
government and revolution, they were 
swiftly dispatched for jail terms averaging 
around 20 years. Since many of the dissi- 
dents are aged between 50 and 60, in prac- 
tical terms they are being put away for life. 

This sudden crackdown is a harsh re- 
minder to Cubans that as long as Mr Cas- 
tro is alive, any dreams of regime change 
will remain just that. But it also marks a 
new period in his 43-year rule. Ever since 
European communism's demise left his 


country isolated and in shambles, he has 
allowed token dissent as he searched for 
improved political and economic ties with 
the capitalist world. So what has 
prompted such heavy repression? 

On the face of things, Cuba's small, iso- 
lated and harassed opposition movement 
is no match for a government that controls 
all the levers of power and enjoys a media 
monopoly. But Mr Castro clearly takes it 
seriously. At the trials, the government 
produced as witnesses eight security 
agents who had infiltrated opposition 
groups. That will sow suspicion among 
dissidents who remain free. 

The best-known of these is Oswaldo 
Payá, who last year won the European Un- 
ion's Sakharov human-rights prize. He 
heads the Varela Project, a petition drive 
seeking a referendum on democratic re- 
form. At least 46 supporters of his Chris- 
tian Liberation movement were among 
those arrested. As he stood outside Ha- 
vana's main court this week, Mr Payá said 
that Mr Castro's aim was to shatter an op- 
position movement that had gained 
strength, unity and legitimacy. He prom- 
ised to continue with his petition drive. 
With many of his grassroots organisers 
taken out, that may be hard. 

According to senior Cuban officials, the 
crackdown was prompted not by the 
growth of domestic opposition but by the 
stance of President George Bush's admin- 
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istration. They say that Cuba's toleration 
of token dissent was a response to the Clin- 
ton administration: it was perceived to be 
unfriendly to Mr Castro's exiled foes in Mi- 
ami, and saw dissidents as a means to rap- 
prochement and peaceful change. By con- 
trast, they argue, Mr Bush's government 
represents the most dangerous threat they 
have faced since the 1959 revolution. They 
say that over 30 Cuban-Americans, many 
of them Mr Castro's bitter foes who favour 
military action to overthrow him, now 
have government jobs in Washington. 

In Havana, the United States is seen as 
fomenting internal opposition to create 
the conditions for intervention. A week 
before the crackdown, Mr Castro de- 
nounced James Cason, America's top dip- 
lomat in Cuba, as a “provocateur”. Mr Ca- 
son had met dissidents across the country, 
publicly backing them while attacking the 
regime, and allowed them to use the Un- 
ited States' Interests Section and his own 
residence for their meetings. 

According to Mr Cason, the Bush ad- 
ministration will now consider further 
hardening its policy towards Cuba. The 
United States' Congress is unlikely to relax 
any further America's trade embargo 
against Cuba. Protests have come, too, 
from many of Cuba's main trading part- 
ners. Canada has protested at the severity 
of the sentences. Sweden said that Cuba 
has jeopardised its chances of joining the 
European Union's Cotonou trade pact. 

But such protests are unlikely to be 
heeded. Cuba-watchers say that, in weigh- 
ing important decisions, Mr Castro's first 
consideration is his political control of the 
country, and his second concern is his tra- 
ditional foes in Washington and Miami. 
The reactions of his friends and economic 
partners in other parts of the world come a 
distantthird. m 


42 


Quebec's election 


A new 
nationalism 


MONTREAL 
A tight election in Canada's most 
complicated province 


IX MONTHS ago, political pundits were 

preparing obituaries for the Parti Qué- 
bécois (PQ) and even for its raison d'étre, 
the peaceful democratic secession of Que- 
bec from Canada. But as campaigning for 
the provincial election on April 14th was 
drawing to a close, all of that looked a little 
premature. The Quebec Liberals had se- 
cured a small, but constant, lead in the 
opinion polls. But many of the pundits 
were betting that the PQ would sneak back 
for a third successive term, becoming the 
first party for half a century to do so. If so, 
that would not be the result of a surge in 
support for secession. Rather, it would be a 
consequence of Canada’s first-past-the- 
post electoral system—and of a plateful of 
bread-and-butter issues. 

At the last election, in 1998, the Liberals, 
then as now lead by Jean Charest, won 
25,000 more votes than the PQ. But too 
many of their votes were piled up in a 
clutch of constituencies in the Montreal 
area, and too few among the French- 
speaking voters scattered across the rest of 
the province, who determine elections. 
The result: the Po finished up with 76 seats 
in the 125- member legislature while the 
Liberals took only 48. The polls suggest a 
similar outcome this time. 

Two things could upset that. The first is 
the campaigning of Mr Charest, who 
dominated the only television debate and 
has argued strongly for improving health 
care. By contrast, the PO's Bernard Landry 
is ashrewd but often testy warhorse of the 
secessionist movement. The second factor 
is the performance of Action Démocra- 
tique du Québec, a young conservative 
party which at first threatened to make the 
election a three-way race. Voters have 
cooled to it. But if the ADO siphons off 
enough French-speakers’ votes from the 
PQ, the Liberals could yet squeeze through. 

However, the main reason the pọ looks 
likely to be re-elected is Quebec’s thriving 
economy. That has allowed Mr Landry, 
who was finance minister from 1996 until 
he took over as premier in 2001, to present 
himself as a cautious and competent ad- 
ministrator. And he has run a clever cam- 
paign. He has deflected attention from Mr 
Charest’s promises of tax cuts and smaller 
government. Out have gone past refer- 
ences to the Canadian flag as a “red rag”. 
Instead, Mr Landry has been reborn as a 
wise and smiling grandfather, who is pro- 
mising a four-day week for hard-pressed 
young parents while himself unasham- 





edly taking an afternoon nap in what has 
been called the Camomile Campaign. 
And secession? The polls show that a 
solid 40% continue to support indepen- 
dence in principle. But far fewer want an- 
other divisive referendum on the issue in 


the near future. Mr Landry has neverthe- 
less promised one if there is “the least 
chance of winning”. But this has not 
helped Mr Charest, who in 1998 gave up 
the leadership of the federal Conserva- 
tives in Ottawa to lead the Quebec Liber- 
als. He has been unable to shake the per- 
ception that he is a Canadian before heis a 
Quebecker, and that he is a quatre pattes 
(on all fours) before the federal govern- 
ment, in the words of a PQ stalwart. 

Over the past few years, the PO govern- 
ment has wrung from Ottawa more local 
control over matters such as employment 
policy and health care. Paradoxically, 
many Quebeckers seem to see a secession- 
ist government as the way to get the best 
deal within Canada. Another Liberal de- 
feat would thus almost certainly spell the 
end of Mr Charest's leadership of his 
party. And it would show that Quebec na- 
tionalism, though of a restrained and 
moderate variety, is still alive. @ 





Middle East and 
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Israel and the Palestinians 


Africa 





“After you." “No, after you" 


GAZA AND JERUSALEM 


Each side wants the other to make the first concession for peace 


NE missile missed, according to wit- 

nesses, but two struck their intended 
target. On April 8th, an Israeli fighter jet 
swooped over a densely-peopled part of 
Gaza City, and a car containing Sa'ed al- 
Arabeed, a senior Hamas leader, and one 
of his deputies, was blown apart. Five 
other Palestinians were killed in the attack, 
including two children, and 40 wounded. 
It was Israel's first assassination since the 
Iragi war started, and it highlighted the ob- 
stacles facing would-be peacemakers. 

A few hours earlier, President George 
Bush had publicly reaffirmed his commit- 
ment to implementing the "road map to- 
wards peace", a plan drawn up by the 
“Quartet” (America, the European Union, 
the UN and Russia), aimed at ending the Is- 
raeli-Palestinian conflict within two years. 
Both the Israeli government and the Pal- 
estinian Authority (PA) say they want the 
as-yet-unpublished plan to succeed, but 
they do not agree on what it should say. 

The PA wants Israel to withdraw its 
troops from Palestinian areas, freeze the 
building of new Jewish settlements on Pal- 
estinian land, and end its policy of assas- 
sinating militants such as Mr al-Arabeed. 
PA Officials argue that Israel should do 
these things “in parallel” with Palestinian 
action to curb violence and reforms of the 
way the PA governs the areas it is nomi- 
nally in charge of. 

The Israeli government, however, in- 


sists on a different sequence. First, says the 
foreign minister, Silvan Shalom, the Pal- 
estinian side must curb terrorism and stop 
all incitement. Only after a long period of 
quiet would Israel's obligations kick in, in- 
cluding the settlement freeze. 

The PA's prime minister-designate, 
Mahmoud Abbas (also known as Abu Ma- 
zen), says he wants to abandon the “armed 
intifada" in favour of diplomacy, and to re- 
form the PA. But he is having trouble con- 
vincing his people. Appointed last month, 
he was supposed to have announced the 
composition of his new government this 
week, but that is likely to be delayed. Since 
Mr Bush has predicated publication of the 
road map on the formation of a new Pal- 
estinian government, this is a pity. 

Mr Abbas argues that the road map rep- 
resents the Palestinians' only chance to 
rally international pressure to expel the Is- 
raeli army from the reoccupied cities of the 
West Bank. Without an Israeli withdrawal 
and a Palestinian ceasefire, he says, the PA 
will not be able to govern. 

Most Palestinian factions, however, re- 
fuse to join any new government until 
elections are held. Mr Abbas also faces ob- 
struction from within his own Fatah 
movement. Some younger leaders are de- 
manding a nearly complete change of 
faces at the top. Their elders, meanwhile, 
are fighting to preserve their positions. 

Yasser Arafat, the PA's president, has 
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been advising Mr Abbas not to make "dra- 
matic changes”. Mr Abbas, whois trying to 
assert his independence from Mr Arafat, is 
said to want a more radical overhaul. 

Mr Abbas may also have trouble per- 
suading the suicide bombers to stop. Is- 
mail Abu Shanab, a Hamas leader, says 
that any ceasefire will depend on what the 
Israelis do. “Hamas too has an interest in 
Israel withdrawing from our cities," he 
says. "If Abu Mazen can achieve this, we 
will do our bit to help him. If not, Hamas 
will lead the resistance." According to the 
PA labour minister, Ghassan Khatib,.Mr 
Abbas's strategy “is dependent on co-oper- 
ation from Israel, intervention from Amer 
ica and goodwill from Hamas. And none 
so far has been forthcoming." | 

Meanwhile, Israeli critics of the govern- 
ment of Ariel Sharon suspect that its cavil- 
ling over the details of the road map is in- 
tended, ultimately, to frustrate the entire 
exercise. In February, government sources 
let it be known that they would submit 
100 amendments to a proposed draft ap- 
proved by the Quartet. This went down 
badly in Washington. The Bush adminis- 
tration would rather publish the text first, 
and then start the haggling. The latest 
leaked reports in Jerusalem suggest that 
Mr Sharon now has a more modest list of 
15 "reservations". For instance, he is said to 
want the Palestinians to recognise Israel as 
a "Jewish state". Some Israeli ministers 
also demand an explicit Palestinian renun- 
ciation of the "right of return" (of Palestin- 
ian refugees and their progeny to Israel). 

If the road map were implemented, Mr 
Sharon's coalition could quickly split 
apart. Optimists believe that despite that 
risk, the prime minister will go ahead, if 
Mr Bush prods him hard enough. He can: 
not afford, they say, to jeopardise his ties 
with America. The optimists presume, too, * 
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> that Mr Sharon, 75, is looking to his place in 
history, and that he wants to go down as a 
peacemaker. Others, less sanguine, point 
to another hardline Likud prime minister, 
Yitzhak Shamir, now retired, who proudly 
cites his place in Israeli history as the 
leader who gave not an inch of land in a 
decade of negotiation. 

The pessimists point to an ominous 
build up of hostility to the road map 
among Jewish groups in America: “Road 
map, road kill", reads one headline. Israel's 
political supporters in Washington are urg- 
ing the White House to hold out for sweep- 
ing Palestinian reforms and a lasting cease- 
fire before making any demands of Israel. 
Will Mr Bush also hold out for what he has 
pledged will be a “viable and credible" Pal- 
estinian state as the road map's final des- 
tination? It is hard to say, but at least he is 
in a strong position now. m 


Liberia's civil war 


The mother of 
local wars 


Flames in Liberia scorch the 
neighbours, and vice versa 


NIFORMS are rare in the Liberian 

army. Combat units seek to identify 
themselves by wearing T-shirts of the 
same colour. The Navy Division, for exam- 
ple, is so called not because it has anything 
to do with boats, but because its members 
wear yellow T-shirts with the logo Navy 
Ranger on the front. By Liberian martial 
standards, this is sober attire. Drugged-up 
rebels have been known to sport pink 
bathrobes and shower caps. Unfortu- 
nately, the T-shirts are in short supply, and 
rebels have recently captured and worn 
some, creating utter confusion. 

Liberia's waris as horrific as itis messy. 
The two main belligerents-the govern- 
ment of President Charles Taylor and the 
rebels who call themselves Liberians Un- 
ited for Reconciliation and Democracy 
(LURD)-are more or less equally vicious. 
There is no clear front-line, and almost no 
media coverage, so itis hard to know who, 
if anyone, has the upper hand. 

Last month, LURD rebels advanced 
within a few kilometres of Monrovia, the 
capital. There has also been heavy fighting 
in Gbarnga, in the centre of the country, 
and in Ganta, near the border with Guinea 
(see map on next page). For the first time, 
shooting has started in eastern Liberia, 
near the border with Cóte d'Ivoire. The 
government maintains that a new rebel 
group there, the Movement for Democracy 
in Liberia, is in fact linked to the LURD. The 
LURD denies any involvement. 

The war has for some years been 
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Actually, this is the regular army 


closely intertwined with conflicts in 
neighbouring Sierra Leone and Guinea: 
the Liberian government is under UN 
sanctions (to be reviewed next month) for 
having allegedly backed Sierra Leonean re- 
bels, and the Guinean and Liberian gov- 
ernments each allegedly back each other's. 
Now, Liberia is being scorched by, and 
scorching, yet another neighbour. 

Last November, two new rebel groups 
emerged in western Cote d'Ivoire, near the 
border with Liberia. Observers suspect 
that the groups, which are reported to be 
composed mainly of Liberians, enjoy the 
support of Mr Taylor, who was a close ally 
of Robert Guei, an Ivorian general and for- 
mer coup leader who was killed last year, 
probably by forces loyal to the Ivorian gov- 
ernment. According to the International 
Crisis Group (1CG), a lobbying think-tank, 
commanders close to Mr Taylor have been 
spotted with the rebels. The Liberian gov- 
ernment denies it. 

Liberian mercenaries are involved on 
the other side as well. Kofi Annan, the UN 
secretary-general, has told the Security 
Council that the Ivorian army has report- 
edly recruited Liberian fighters, including 
some from refugee camps. On March 7th, 
French military peacekeepers intercepted 
110 fighters in western Cóte d'Ivoire who 
they said were Liberians fighting along- 
side Ivorian government forces. An ICG re- 
port to be published next week goes one 
step further by claiming that the LURD has 
helped the Ivorian authorities to recruit 
Liberians. In addition, the icG says that 
members of the Ivorian army and govern- 
ment have supplied weapons to the LURD. 

Ordinary Liberians cannot decide 
where to flee. Some have made it to 
Guinea or Sierra Leone, but many are stuck 
in battle zones, out of reach of aid-workers. 
Another wave of refugees, nearly 100,000 
of them, have fled into Liberia from Cóte 
d'Ivoire. According to the UN’s refugee 
agency, more than 45,000 of these have 
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been forced to flee again, by the recent 
hghting in eastern Liberia. Some have 
made it to the southern Atlantic coast, but 
they have nowhere to go from there. Atroc- 
ities have become part of daily life. Both 
sides kidnap, conscript, rob and rape. 

The UN has asked for $42.6m this year 
to help run camps for homeless Liberians, 
which are currently overcrowded with 
180,000 fugitives and getting short of 
food. It has received less than $1m. The 
prospect of a ceasefire appears remote, but 
Mr Taylor is sticking to his plan to hold na- 
tional elections next October. In a move 
that may or may not be related, he recently 
banned street preaching in Monrovia. m 


Cote d'Ivoire 


Rebels in the 
cabinet 


YAMOUSSOUKRO 
Stumbling towards peace 


HE civil war is less than seven months 

old, but Cóte d'Ivoire's rebels have al- 
ready won nine places in the cabinet. Hav- 
ing swapped their camouflage gear for 
smart suits, the guerrillas-turned-minis- 
ters flew to Yamoussoukro, the capital, in 
French helicopters, and sat down for their 
first cabinet meeting. Across the table was 
Laurent Gbagbo, Cóte d'Ivoire's president, 
who has been pushed by France into a 
power-sharing deal with the rebels. The 
meeting, which took place last week under 
the benevolent gaze of three other African 
presidents, was the first sign that the deal 
might actually work. 

But when the ceremony was over, a 
group of South African mercenaries 
checked back into the plush government- 
owned hotel where the visiting dignitaries »» 





`> had stayed. “They moved us out of this 
place just for the day. I can't think why," 
quipped one, as he clambered out of a 
khaki vehicle with no licence plate. 

Cóte d'Ivoire, once the most stable 
country in West Africa, fell apart last Sep- 
tember. After a failed coup, a rebel group 
called the mpcr seized control of the 
northern half of the country. French 
troops, later reinforced by West African 
peacekeepers, intervened to keep the re- 
bels and the regular army apart, and so 
prevented worse bloodshed. But the two 
sides are still eager to be at each other's 
throats, and the situation is complicated by 
the appearance of more rebels in the west, 
near the border with chaotic Liberia. 

In some ways, the peace deal has im- 
proved matters. Some roads between the 
north and south have reopened, allowing 
cotton and sugar grown in the north to be 
trucked down to Abidjan, the southern 
port which is also the commercial capital. 
But gendarmes at roadblocks in the south 
still aggressively harass anyone who looks 
or sounds like a northerner. Young rebels, 
meanwhile, are bored and restless after 
months of stalemate. One group in 
Bouaké, the main MPct stronghold, sit 
playing with their guns and drinking a 
hearty breakfast of pastis. Asked if they 
trust the president, one moves a thumb to 
his throat in a well-practised motion. 
"When we get to Abidjan", he says, "we're 
going to kill him like a chicken." 

Guillaume Soro, a 30-year-old MPCI 
leader who has just been appointed minis- 
ter of communications, argues that taking 
part in the “national reconciliation” gov- 
ernment will allow his organisation to 
achieve its aims, which include an end to 
official discrimination against northern- 
ers, who are mainly Muslim. But he and 
his fellow rebel ministers refuse to take up 
their posts in Abidjan, where most govern- 
ment business takes place, unless they can 
bring their own security, in the shape of 30 
bodyguards each. 

Many southerners, meanwhile, are fu- 
rious that the rebels are to be given a slice 
of power. As the new cabinet met in Ya- 
moussoukro, hundreds of stone-throwing 
youths blocked a highway into Abidjan, 


Rebel-held areas | 
of Cote d'Ivoire 





promising to fight to keep the rebels out. 
The previous week, six ministers from the 
RDR, the main non-violent opposition 
party, who had returned from exile to take 
up posts in the new government, were 
confined to their hotel by fears of shad- 
owy death-squads. West African peace- 
keepers were assigned to protect them. 

Despite the peace accord, fighting con- 
tinues, and the 1.2m people who have fled 
their homes are mostly too scared to re- 
turn. Western rebels this week accused the 
government of attacking one of their bases 
with helicopter gunships, of the sort often 
piloted by mercenaries. The government 
replied that it was the rebels who had at- 
tacked the regular army. Félix Doh, the mil- 
itary head of one western rebel group, ac- 
cused President Gbagbo of allowing 
Liberian rebels to use Cóte d'Ivoire as a 
rear base, thereby inviting Liberia to retali- 
ate. He also accused Mr Gbagbo of trans- 
porting military equipment across the bor- 
der, in preparation for an attack on the 
west from Liberia once the rebels have dis- 
armed, asthe pactsays they must. The gov- 
ernment denies itall. m 





Justice, Ugandan-style 
Idi Amin's man in 
the dock 


KAMPALA 
Trials and tribulations 


USTICE Moses Mukiibi looks like a Brit- 
Jis judge, in his scarlet robes and itchy 
wig. The laws he upholds are based on 
British law, too, but his budget and admin- 
istrative back-up are Ugandan. So, al- 
though he is presiding over a sensational 
murder trial, involving the former dictator 
Idi Amin's army chief, things are not going 
smoothly. 

A witness from northern Uganda, 
where an apocalyptic rebel cult often way- 
lays travellers, is afraid to take the bus to 
Kampala, where the trial is taking place. 
One of the private investigators who 
worked on the case has died, of Arps. A 
magistrate who heard two of the three de- 
fendants confess has since been sacked for 
taking bribes. And the prosecution's case 
is made even harder by the fact that the 
murder in question took place 30 years 
ago, during a period in Ugandan history 
when between 100,000 and 300,000 
other people were being murdered by Mr 
Amin's government. 

The victim was a politician named Eli- 
phaz Laki, who disappeared in September 
1972. His body has never been found; nor 
has his Volkswagen Beetle, which his kill- 
ers took as booty. No serious investigation 
was made until 2001, when his son, Dun- 





can Muhumuza Laki, a lawyer, decided to 
find out what happened. He looked up the 
records for his father's car in a tax registry, 
and found that soon after his death it had 
been re-registered in the name of another 
man, Mohammed Anyule. Mr Laki junior 
hired private investigators, who tracked 
down Mr Anyule, who led police to the 
purported gunman, who claimed that the 
murder had been ordered by one Major 
Yusuf Gowon, who later rose to become 
army chief of staff. 

Mr Gowon is now in the dock, along 
with Mr Anyule and the alleged hit-man, 
Nasur Gille. The prosecution is struggling 
to prove its case, however. The two small 
fish have retracted their confessions, and 
Mr Gowon says he is innocent. Several 
witnesses are dead or cannot remember, 
much evidence is long lost, and Uganda's 
legal system is often unable to deal with 
the simplest crimes, let alone this one. 

Mr Mukiibi, who takes the official court 
record in longhand, is juggling 30 cases be- 
fore him this session, over half of whichin- 
volve the crime of “defilement” (the age of 
consent is treated as a rough guideline in 
much of Uganda). The prosecutors are sim- 
ilarly swamped, and the accused men's en- 
ergetic young defence lawyer, Caleb 
Alaka, is simultaneously negotiating: a 
peace agreement on behalf of a rebel anny 
that wants to give u 

Then there is the problem of language. 
Uganda has 50-odd, and some witnesses 
do not speak English, the language of the 
court. All evidence must be translated into 
English, whereupon it is retranslated into 
Swahili for Mr Gowon, and Lugbara, the 
language of Mr Anyule and Mr Gille. 

On a typical day, Judge Mukiibi refuses 
to admit several documents as evidence 
because the police seem to have mislaid 
the originals, and he will not accept photo- 
copies. A policeman explains that the reg- 
istration document for Mr Laki's car can- 
not be retrieved because the bureaucrat in 
charge of such filesis on leave. 

Delay follows delay. Mr Alaka, the de- 
fence lawyer, stops showing up, as his job 
representing rebels takes too much time. 
The case is adjourned until April 28th. Jus- 
tice, Ugandan-style, is slow. @ 
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muddled message from an embattled 


new government 


ISTANBUL 


Itis becoming unclear exactly what sort of country Turkey’s prime minister, Tayyip 
Erdogan (pictured above), hopes to build or how he wants to set about it 


NLY five months ago, millions of Turk- 

ish voters, fed up with the corruption 
and inefficiency of Turkey's old guard of 
aged politicians, gave the country its first 
single-party government in 15 years, under 
the aegis of a brand-new outfit, the Justice 
and Development Party. The markets were 
enthusiastic. The main index of Istanbul's 
battered stockmarket shot up, while inter- 
est rates fell below 50% for the first time in 
nearly a decade. Here at last, it seemed, 
was a strong government that could push 
through long-delayed economic and 
democratic reforms, settle the Cyprus pro- 
blem and give Turkey à decisive shove to- 
wards joining the European Union. 

But how fast things have changed—for 
the worse. Confidence in the party, better 
known by its Turkish initials AK, has be- 
gun to wear thin. The economy again looks 
wobbly, a UN-sponsored peace plan to re- 
unite the Turkish and Greek bits of Cyprus 
is back on the shelf and, should the war in 
neighbouring Iraq drag on, its effects on 
Turkey could worsen sharply. 

For all of this, Ak, which has never 
tasted power before, should not take the 
whole blame. The war is badly hurting 
Turkey's multi-billion-dollar tourism in- 
dustry, which, together with exports, 
earns most of Turkey's foreign exchange. It 
had been hoped that holiday-makers 
would bring in some $13 billion this year. 
"Small chance of that now," groans Tur- 


key's habitually cheery foreign minister, 


Abdullah Gul. Turkey's largest tour oper- 


ator, Oger, which caters mainly for Ger- 
mans, says that 90% of reservations for this 
season have been cancelled. In Turkey's 
impoverished Kurdish provinces in the 
south-east, trade with Iraq, the mainstay 
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for thousands of families, has dried up. 

True, ripostes Ak's swelling army of de- 
tractors. But had Tayyip Erdogan, the AK 
leader who became prime minister only 
last month, managed to get parliament to 
push through a bill to let American troops 
attack Iraq from Turkish soil, the country's 
finances would have been in far better 
shape. When the AK-dominated parlia- 
ment failed by just three votes to approve 
the bill, Turkey forfeited loans and grants 
from the United States worth $24 billion. 

Now, in exchange for belatedly open- 
ing airspace to aircraft of the American-led 
coalition, a decision that rescued Ameri- 
can-Turkish relations from breaking down 
altogether, the country may settle for $8 
billion. Moreover, things could still go 
badly wrong, if Turkey's generals decided 
to invade northern Iraq to stop the Kurds 
grabbing oilfields near Kirkuk. The Ameri- 
cans have told the Turks not to, as the Kurds 
have promised they would fight back. 

Turkey can ill afford another bust-up 
with George Bush's administration, 
whose support remains essential if the 
IMF is to continue to help. The country has 
to roll over total debt repayments due this 
year worth $93.5 billion, of which some 
$80 billion is short-term domestic debt. 
With inflation creeping back up (to nearly 
30% at the latest annualised monthly rate) 
and interest rates on the rise once again 
too, "the main concern now", says Atif Ce- 
zairli, head of research in Istanbul for ING, 
a Dutch bank, “is whether the government 
can continue to service its debt by success- 
fully lowering real interest rates." 

That in turn depends on whether the 
government can restore confidence in the 
markets. They, however, fell precipitously 
earlier this year, when, in a bout of popu- 
lism, the government raised civil-service 
pensions and wages without explaining » 


> where the money to pay for them would 
come from. It also failed to explain how it 
would pay for fresh subsidies pledged to 
sugarbeet producers and for 15,000km 
(9,325 miles) of new motorways. 

Still, with less American cash on offer 
than before, the government may have re- 
gained a new sense of fiscal prudence and 
has now promised to cut spending and 
raise taxes. As a result, the rMr has agreed 
to disburse a loan of $1.6 billion as part of a 
stand-by deal worth $16 billion. But in- 
stead of releasing the money in one go, asit 
normally does, the Fund will do so bit by 
bit to ensure that the government sticks to 
its word. 

More hopeful are AK's continuing ef- 
forts to make Turkey more democratic. Last 
month's banning of Hadep, the country's 
largest pro-Kurdish party, on the flimsy 
charge that it was acting as a front for the 
Kurdistan Workers' Party (PKK), the main 
separatist guerrilla group in Turkey, hardly 
seems to bear that out, but that case 
against Hadep was in fact launched under 
a previous government. In contrast, the 
new parliament has approved a clutch of 
sweeping constitutional reforms that will 
make it much harder to shut down parties 
and easier to prosecute torturers. 

Gone, too, is a much-ridiculed ban on 
the use of the letter w, which exists in the 
Kurdish alphabet but not the Turkish one— 
and landed many a Kurdish publisher in 
court. Parliament is also expected to pass a 
bill to scrap reduced jail sentences for 
"honour crimes", which usually involve 
men murdering unmarried female rela- 
tions, sometimes even for such “offences” 
as going to the cinema with a member of 
the opposite sex. Parliament is also likely 
to soften laws on broadcasting in Kurdish. 


It will be much harder, however, to re- 
duce the lingering influence of Turkey's 
generals on politics. They still tell the min- 
ister of defence what to do. They even- 
when it comes to Cyprus-appear to give 
orders to the prime minister. 

Mr Erdogan deserves credit for trying, 
before he became prime minister last 
month, to persuade the Turkish-Cypriot 
leader, Rauf Denktash, to sign the latest 


peace plan proposed by the UN. The gener- 


als, who cherish the island's Turkish part 
as a strategic asset, promptly slapped him 
down. On this point, the country's presi- 
dent, Ahmet Necdet Sezer, who sees the 
generals as the guarantor of Turkey's secu- 
lar system, is their sturdy ally. Moreover, 
Mr Sezer has used his power to delay a 
number of appointments of AK nominees 
to senior posts in the civil service, on the 
ground that they are not qualified. More 
likely, it is because their association with 
Mr Erdogan dates back to the days when 
he was a member of an overtly Islamist 
party banned on charges that it sought to 
overturn the secular order. 

It is plainly hard for Mr Erdogan to de- 
cide where his loyalties ultimately lie. The 
religious conservatives who have backed 
him already accuse him of betraying his Is- 
lamist ideals. On the other hand, though 
his own wife and those of half his cabinet 
cover their heads with scarves in the tradi- 
tional Muslim manner, Mr Erdogan says 
that the symbolic issue of whether the 
headscarf may be worn in public places, 
long a touchstone for secularists who ab- 
hor the practice, is not especially impor- 
tant to his government. As the AK contin- 
uesto muddle along in government, many 
Turks are puzzled. They wonder just what 
are its priorities—and Mr Erdogan's. m 





Greece and the United States 


Having it both ways 


ATHENS 


Some Greek politicians cannot resist playing the anti-American card 


AS the war in Iraq turned Costas Simit- 

is, Greece's usually cool-headed 
prime minister, who is also the European 
Union's president for the first half of this 
year, into a noisy populist? In a televised 
speech to his Pan-Hellenic Socialist Move- 
ment (Pasok), he said that by waging war 
America and Britain were trying to under- 
mine the EU. "Those fighting the war don't 
want to see progress in unifying Europe. 
They want it to weaken,” he said. 

Once a professor at a German univer- 
sity, Mr Simitis used to scorn the anti- 
American conspiracy theories many 
Greeks like to invent. Colin Powell, the 


American secretary of state, has praised 
Greece's efforts to forge a common EU po- 
sition on Iraq. Mr Simitis gave permission 
for American military aircraft to fly over 
Greece on their way to bomb Baghdad. 
The Americans also have access to a NATO 
military base on the Greek island of Crete. 

But about 90% of Greeks, according to 
opinion polls, are against the war, includ- 
ing the unruly barons in Mr Simitis’s party. 
Pasok consistently trails behind the con- 
servative New Democracy party by 
around eight percentage points, and a gen- 
eral election is less than a year away. 
Costas Laliotis, Pasok's tough-talking 





Protesting against America, again 


secretary-general, has told public-sector 
trade unionists that they are free to take to 
the streets in protest against America. 
Teachers at state schools have cancelled 
classes and joined demonstrations, en- 
couraging their seven-year-old pupils to 
chant "American murderers". A statue of 
President Harry Truman, erected in grati- 
tude for the American Marshall Plan funds 
that helped to rebuild Greece after the sec- 
ond world war, has been covered in pack- 
aging marked "Return to sender". 

The demonstrations also help divert at- 
tention from Pasok's own problems. Infla- 
tion is on the rise, exceeding an annual rate 
of 4% last month, and the flow of Eu funds 
that puts money into the pockets of Greek 
contractors and computer companies has 
slowed as the European Commission im- 
poses tighter accounting controls. Embar- 
rassingly, several sections of Eu-financed 
highway in southern Greece collapsed 
during a wintry spell in February because 
of poor workmanship; questions are be- 
ing asked about the way the contracts were 
awarded. Now a cold snap has damaged 
this summer's fruit crop: farmers are de- 
manding compensation. 

Greece will be in the spotlight on April 
16th, when the Eu's leaders and those of 
the prospective new members are to 
gather in Athens for a treaty-signing cere- 
mony. It should be a glittering event, 
staged, to show off Greece as democracy's 
cradle, in a classical-era building, the Stoa 
of Attalos, which has been restored to its 
former glory by American archaeologists 
and philanthropists. Mr Simitis has de- 
clared a public holiday to mark the occa- 
sion, partly because security measures 
will block access to the city centre. Will he 
stop Mr Laliotis from drafting civil ser- 
vants, teachers and schoolchildren for the 
mother of all anti-American protests? mi 
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Germans against the war 
Don’t buy 
American 


BERLIN 
Some anti-war Germans are boycotting 
American goods 


HE latest member of a growing band is 

Eberhard Hoffmann, a skin-and-vene- 
real-diseases doctor in the northern state 
of Schleswig-Holstein. His contribution to 
the cause of world peace has been to hang 
on the door of his surgery in the town of 
Rendsburg a notice that says he is no lon- 
ger prepared to treat British or American 
patients “or their sympathisers”. The no- 
tice also mentions the way Germans have 
been made to bear collective guilt for the 
sins of the Third Reich, implying that what 
is sauce for the Teutonic goose should also 
be sauce for the Anglo-American gander. 

Having failed to get Dr Hoffmann to re- 
move the notice, the local doctors’ guild re- 
ported him to the courts. But he is not 
alone in his attitude. Indeed, war-induced 
transatlantic tension syndrome may, in 
some places, be acquiring the same ugly, 
personal edge in Europe as in America. 

American consumers’ wrath seems so 
far to have been aimed primarily at 
France’s “cheese-eating surrender mon- 
keys”. But it is in Germany that retaliation 
appears to have been most widespread 
and concerted. Bars and restaurants in sev- 
eral parts of the country are refusing to 
serve Coca-Cola, Budweiser beer, Marl- 
boro cigarettes and other renowned Amer- 
ican brands. A German bicycle maker has 
stopped taking supplies worth around 
$300,000 a year from its American suppli- 
ers. And, with echoes of the renaming of 
“French fries” as “freedom fries”, some 
German bakers have given a new name to 
the round, iced cake formerly known as an 
Amerikaner and, in some places, endowed 
it with a chocolate peace symbol. 





Those charged with promoting trans- 
atlantic trade have said that boycotting 
supposed American products may often 
endanger German jobs. “The Coca-Cola 
drunk in Germany is manufactured in 
Germany by German employees,” says 
Fred Irwin, head of the American Cham- 
ber of Commerce in Frankfurt. 

That has not prevented a proliferation 
of German websites urging a boycott. 
“Let’s go on boycotting American products 
and thus the American economy, which is 
responsible for this war,” rages www.con- 
sumers-against-war.de. Of course, the dif- 
ficulty, in a world so infiltrated by Ameri- 
can industry, is finding alternatives. Thatis 
where another website, www.klaus- 
krusche.de, comes in useful. It not only 
lists more than 250 American and British 
firms and their best-known products, but 
also suggests appropriate replacements: 
Ritter Sport bars for Snickers, Móvenpick 
ice-cream for Haagen-Dazs, and so on. 

Some goods are trickier. For Viagra, pat- 
ented by the American firm Pfizer, the best 
the site can offer as an alternative is "tea". 
Not British, surely? m 


Spaniards and the church 


Contradictions 


MADRID 
It used to be spoken of as Catholic 
Spain. Not these days 


HE pope will visit Spain in May, and he 

has been fiercely hostile to the war in 
Iraq. So are 90% of Spaniards. The curiosity 
is that Spanish opposition is led by the left, 
traditionally anti-clerical, while pro-war 
feeling is led by the decidedly Catholic 
government. The defence minister, Feder- 
ico Trillo, is a member of Opus Dei, a con- 
servative Catholic lay order, and he and 
two other ministers were in Rome last Oc- 
tober when Pope John Paul canonised 
Josemaría Escriva, the Spanish founder of 
the order. Vote-catching? No: a recent sur- 
vey of religious belief in Spain shows that 
this historically Catholic country may be 
ceasing to be so. 

The church for years claimed that 90% 
of Spaniards "considered themselves" 
Catholic. Recent surveys say 80%. That is 
still a lot. But what does it mean? Antonio 
María Rouco Varela, Madrid's cardinal- 
archbishop, has admitted that for most 
such Spaniards “Catholic” is a label—to 
some extent of national identity—but not a 
way of life. A recent survey by a state-run 
research group attaches some figures to 
this. In 1975, 61% of Spaniards claimed to 
go regularly to church; now 19% do, while 
46% of those who say they are Catholic 
concede that they “almost never" go. 





4 On their knees 
Who goes to church at least once a month?* 
% of population, 1999-2000 
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“figures are survey respondents’ own claims 
Source: European Values Study, Tilburg University, Netherlands 


That dramatic fall in the figures is not 
wholly fair to the church. Franco died only 
in 1975, and his regime had kept artificially 
alive the old integration of state with (an 
increasingly restive) church, and the idea 
that decent people went to church. So 
while even today's figure for church-going 
(19%) may be exaggerated—similar surveys 
elsewhere in Europe suggest that respon- 
dents’ claims of church-going can be dou- 
ble the reality—the 1975 figure was proba- 
bly still more inflated. Yet more reliable 
figures say the same. In 1952 Spain had 
77,800 priests; last year, only 18,500, and 
10-15% of parishes have no priest. In 1952 
there were 7,050 seminarians studying for 
the priesthood, today only 1,800. Some 
seminaries began their courses last Octo- 
ber without a single new student. 

Look around the country, and—away 
from Madrid's bishops and the vast eccle- 
siastical citadels like those in Saragossa or 
Leon-the storks seem to have taken over 
Spain’s dilapidated parish churches. The 
old saying was that “a Spaniard is always 
behind a priest, either with a candle or a 
stake". Today he can't be bothered. 

Yet, despite this burgeoning secularism 
and the occasional row between govern- 
ment and clergy, many Spaniards, often 
but not only on the left, still detect an un- 
healthy entente between church and state. 
The church, they complain, is buttressed 
by public funds. 

Not so, it replies. Under an accord with 
the government in 1979, Spaniards can 
give 0.52% of their income tax to the 
church by ticking a box on their tax re- 
turns. Some 40% used to do so; even now 
32% do. The church says this brings it 
roughly $100m a year, and it will benefit 
from the system at least until a review in 
2005. But this, say the bishops, is each tax- 
payer's choice. 

There's worse, say the critics. Under an- 
other church-state agreement, the church » 


w 





was to have become self-sufficient by 1988; 
yet governments have not only let the tax- 
donation system run on but also go on top- 
ping up the proceeds to levels enjoyed in 
the Franco years. Further money is fun- 
nelled to the church through schools and 
hospitals. Some public-sector banks like 
Caja Madrid make large tax-free donations 
to help maintain church buildings. 

What irks the left even more is the 
church's continuing influence on educa- 
tion. Religious orders still run most of 
Spain's private schools, which also get gov- 
ernment grants. The accord of 1979 put all 


teachers of religion under the church's 
sway. Recently, however, "sinful" teachers 
sacked for not going to mass, for instance, 
or for marrying divorcees, have started to 
appeal against such decisions. 

But don't overstate this government's 
obeisance to the church. At a meeting of se- 
nior officials this year, it was Mr Trillo who 
pointed out that, in matters of Iraqi war 
and peace, the pope's word was not the 
word of God. Which is true doctrinally, 
but, given their readiness to back George 
Bush rather than John Paul, suggests that 
they did not much care anyway. 8 





Russia's second city 


Potemkin city 


ST PETERSBURG 


Russia's former capital is trying to restore its image 


€6 f C AN'T you turn down the heating?" 

Svetlana and Natasha ask the fore- 
man. As winter fades, it is getting de- 
cidedly warm inside the plastic-sheeted 
scaffolding that covers the Peter and Paul 
Fortress cathedral. The women have to 
cover 200 square metres of dome with 
gold leaf in fiddly 10-centimetre squares, 
and they must finish this month: it will 
take four weeks just to dismantle the scaf- 
folding and the full glory of the dome must 
be revealed by the end of May. 

That is when St Petersburg celebrates 
the 300th anniversary of its foundation, 
with street parties and fairs and, if all goes 
to plan, 45 visiting heads of state. So far the 
locals are unimpressed. The decoration is 
all superficial, they say, to please the digni- 
taries. More urgent infrastructure invest- 
ment is being neglected. One central 
square, the site of a promised new metro 
station, has been repeatedly dug up and 
filled in. The link between two other sta- 
tions has been broken for seven years, so 
passengers have to be bused between 
them. Foreign grandees will be ferried 
around the city's canals—to reduce traffic, 
say the authorities, but probably as much 
to prevent them noticing the state of the 
roads. Visitors from Moscow note how 
much shabbier St Petersburg looks. 

To be fair to the city's governor, Vladi- 
mir Yakovlev, Moscow has long been dis- 
proportionately rich. Though it has only 
about twice the population, it has over five 
times as big a budget. Many companies 
register and pay tax in Moscow even if 
they operate somewhere else. Last year it 
got $1.5 billion in foreign direct investment, 
over a third of the national total. St Peters- 
burg had a measly $84m. That, says Sergei 
Tsyplaev, a former presidential envoy to St 
Petersburg, is partly because its authorities 


took the wrong attitude to investors when 
communism collapsed. “They said: ‘We're 
such a beautiful city, everyone will come 
to us and we will be able to pick and 
choose’.” In fact, there was no rush. In- 
deed, it still gets even less foreign invest- 
ment than the surrounding Leningrad re- 
gion (as it is still called), which has actively 
wooed foreigners. 

The sprucing up is being done on à 
shoestring budget too. Even with extra fed- 
eral money, the city has had only $45m 
over two years to spend on the restoration 
of 92 monuments and historic buildings. 
Mr Yakovlev is so eager to raise cash that, 
for $50 a go, visitors will be allowed to fire 
the ancient cannon that guards the Peter 
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Angelic weathervane for homeboy Putin 


Europe 49 


and Paul Fortress, normally discharged 
daily at noon with such a bang that it sets 
off car alarms hundreds of metres away. 

The preparations have become the cen- 
tre of a simmering row between Mr Yakov- 
lev and the federal government, which is 
filled with Petersburgers from Vladimir Pu- 
tin down. Last week Mr Yakovlev, gover- 
nor since 1996, said he would not run 
again, thus opening the way for a replace- 
ment more to the taste of Mr Putin, who is 
said to have long disliked him. 

The federal and city auditors have both 
said money has gone missing. Last year the 
federal construction company, Gosstroi, 
took the management of the restoration 
works over from the city, after Mr Putin 
himself had complained that federal 
funds had been misspent. At the end of 
March the federal auditors filed a new 
complaint against Mr Yakovlev for ignor- 
ing their previous investigations, while the 
finance ministry froze budget payouts to 
the city, saying it had not properly ac- 
counted for the previous year’s spending. 

The governor has been on tense terms 
with Mr Putin ever since he challenged 
Anatoly Sobchak, the incumbent and Mr 
Putin’s then boss, for the post in 1996. The 
state-controlled television channels, slav- 
ish admirers of Mr Putin, play up criticism 
of the governor. And his relations with 
Victor Cherkesov, Mr Putin’s envoy (one of 
seven regional emissaries), have been no- 
toriously bad. “They would never even 
turn up to an event together,” says a for- 
eign banker in St Petersburg. 

So it is probably good news that last 
month Mr Putin replaced Mr Cherkesov 
with Valentina Matvienko, a former dep- 
uty prime minister. His motives are un- 
clear: it looks like a bid to position her to 
run for the governorship next year, though 
she failed even to come close in 2000. It 
may also have been to put Mr Cherkesov, 
now designated to take charge of Russia’s 
campaign against drugs, closer to the fed- 
eral centre, where he can double as Mr Pu- 
tin’s own re-election fixer. Whatever the 
reason, Ms Matvienko has already begun 
building bridges to Mr Yakovlev, and has 
even hinted at plans to move some federal 
ministries to St Petersburg. 

So relations between the Kremlin and 
city authorities should improve. To Peters- 
burgers, nerves jangled by pot-holed roads 
and a barrage of cannon-fire, a smoother 
ride will be welcome. They may also come 
to appreciate that Russia’s current elected 
tsar is bringing their city back to promi- 
nence as their country’s “window on Eu- 
rope”, as its founder intended it to be. On 
April 12th, Europe’s three leading oppo- 
nents of America’s war in lraq—the Ger- 
man chancellor, France’s president and Mr 
Putin himself—are to meet in St Petersburg 
(see page 24). A rare case of the “old world” 
being called back into existence to redress 
the balance of the new? m 
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Charlemagne | NATO versus the European Union 


The aftermath of the Iraq war could turn NATO and the European Union into rivals 





S WHAT do the European politicians who spent so much 
time trying to prevent war in Iraq make of things now? Their 
reaction to the victory of the American and British forces is, so 
far, confused and grudging. In the early stages of the war Domi- 
nique de Villepin, the French foreign minister, dodged a question 
about whether he even wanted the coalition forces to win— 
before rushing out a clarification that of course he favoured vic- 
tory for the allies. But, though official statements from European 
politicians who opposed the war now tend to be soothing and 
conciliatory about the United States, occasionally the mask (or 
the tongue) slips and naked hostility emerges. Guy Verhofstadt, 
Belgium's prime minister, recently said that the United States is 
"à deeply wounded power that has now become very danger- 
ous and thinks it must take over the whole Arab world." 

Alarmed by the prospect of a new American imperium, Euro- 
pean leaders will once again try to use the United Nations to rein 
in America. A call for the UN to run post-war Iraq is likely to 
emerge from a summit meeting of the French, Germans and Rus- 
sians to be held in St Petersburg this weekend. The demand will 
be made in the name of international law. But there is also a 
clear element of self-interest, since France and Russia are perma- 
nent members of the UN Security Council. 

Although the uN is likely to emerge as the central institu- 
tional battleground in the Iraq debate, the future of other inter- 
national institutions is also now in question. Some Europeans 
are using Iraq to make a much bigger effort to turn the Eu into an 
independent military power. Mr Verhofstadt is holding a mini- 
summit in Brussels at the end of the month, bringing together 
France, Germany, Belgium and Luxembourg to discuss Euro- 
pean defence. The Americans are uneasy. Their ambassador to 
NATO Says firmly that his government believes that “NATO 
should remain the pre-eminent security organisation in Europe". 
The United States, for its part, has floated the idea that NATO 
should play a role in peacekeeping in post-war Iraq. Quite apart 
from the alliance's military clout, it would be politically helpful 
to give the British-American alliance extra multilateral support- 
without the complications and discord that would come with 
UN involvement. Unsurprisingly, France is less than keen. 

Both discussions highlight the danger that the ambitions of 
NATO and the Eu could begin to collide. Ever since the Eu de- 


cided in late 1998 that it would develop a military capability of 
its own, diplomats at both NATO and the Eu have slogged 
through long hours of negotiation to make sure that their rela- 
tions are co-operative rather than competitive. When the Union 
launched its first small military operation in Macedonia earlier 
this month, taking over from NATO peacekeepers, top officials 
from both organisations were on hand to grant their blessing. 
The EU's senior military man (a German admiral), now oversee- 
ing the Macedonian operation, is actually based at NATO. 

But France has always believed that in the long run the Eu 
must assert its independence of NATO, an organisation it regards 
as ultimately an instrument of American foreign policy. Without 
an independent European defence force, the French believe 
there can be no independent European foreign policy. Michel 
Barnier, a Frenchman who recently chaired a working group on 
defence at the EU's current constitutional convention, says he 
wants Europe to foster a relationship with the United States 
"based on alliance, not allegiance". 

This rather abstract intellectual debate will come down to 
some hard practical issues in the coming months. Foremost 
among them will be the question of whether the French, Ger- 
mans and others can persuade the Eu to develop its own mili- 
tary planning structure independent of NATO-oOr whether 
indeed they decide to form their own military alliance outside 
the formal structure of the EU. As one senior NATO official puts 
it, "The issue of a separate EU military command is a huge divid- 
ing line." Some of the arguments against developing such a facil- 
ity are financial. An American diplomat argues that “when the 
EU has such huge unfulfilled needs for military equipment, in 
things like heavy-lift aircraft, the last thing it needs to do is to 
spend money duplicating facilities it can already use at NATO." 
But lurking behind this practical objection is a political concern: 
why exactly do some European leaders think it so urgent to cut 
America out of their military planning? 


A rather small pouvoir 

If it comes to an arm-wrestling match between the Americans 
and France, the odds are that the Americans will prevail. In both 
NATO and the Union, the French are in a minority on defence. 
NATO's whole culture is profoundly Atlanticist. When France 
opposed proposals for NATO to aid Turkey before the Iraq war, it 
found only two supporters (Germany and Belgium) among 
NATO's 19 members. A proposal to discuss a bigger NATO role in 
Afghanistan was recently approved 19-0. 

Most NATO diplomats say it is too early to discuss the alli- 
ance's role in Iraq-but nobody seems willing to rule the idea 
out. French efforts to take European defence in a direction that 
might annoy the Americans are also drawing strikingly little 
support from within the Eu. The fact that Germany, the EU's larg- 
est country, is attending the defence mini-summit means that 
the idea cannot be dismissed, particularly since France and Ger- 
many have often been the motor of European integration. But it 
is still a very mini-summit, gathering up only four of the Union's 
25 current and future members. Many of those who have long 
been keenest to integrate Europe, such as the Dutch, Italians and 
Spaniards, have explicitly distanced themselves from the meet- 
ing. And most military analysts think a European army without 
Britain would be absurd. It is ironic that a defence initiative pro- 
moted in the name of European unity could well turn out to ex- 
acerbate the European Union's divisions. m 
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The budget 


Deeper into the red 


The chancellor’s most worrying deficit is his growing credibility gap 


N LABOUR'S first term in office, Gordon 

Brown appeared to cast a magic spell 
over the country’s finances. Time and 
again, he was able to announce bigger sur- 
pluses than expected. These allowed the 
government to embark upon a pain-free 
spending spree that dictated the terms of 
the general election in 2001. 

In Labour's second term, Mr Brown's 
unhappy task in successive budgets has 
been to announce bigger deficits than ex- 
pected. As they swell, the potential costs of 
financing Labour's big spending plans be- 
come more and more painful to taxpayers, 
who this month start paying the delayed 
tax increases of the 2002 budget. 

Last November, Mr Brown had to re- 
veal big increases in his borrowing re- 
quirement from the forecasts he had made 
in April 2002. Now he has had to push 
them up again. The chancellor reckons that 
this year's budget deficit will be £27 billion 
($42 billion), up from £24 billion in Novem- 
ber and £13 billion a year ago. In the four fi- 
nancial years from 2002-03 to 2005-06, Mr 
Brown will have to borrow £44 billion 
more than he predicted in April 2002. 

Nevertheless, the chancellor claims 
that the public finances remain in good 
shape. Public debt as a proportion of GDP 
is low, compared with other big countries. 
And the government is complying with 
the “golden rule”: that over the economic 
cycle, it only borrows to invest. 

But Mr Brown's interpretation of the 
golden rule is too flexible to convince. It al- 
lows him to count the big current-budget 


surpluses amassed in the fat years of La- 
bour's first term against the deficits he is 
now running. It disregards the fact that in 
the last year of the economic cycle, which 
according to the Treasury runs from 1999- 
2000 to 2005-06, there will be a surplus of 
only £2 billion on the current budget. 

Even that wafer-thin surplus is built on 
aggressively optimistic forecasts for 
growth. Mr Brown has downgraded his 
forecast for 2003-04 by half a percentage 
point. But he now expects the economy to 
claw back this shortfall in the following 
two financial years. He is predicting 
growth of 3-3.5% in 2004, well above the 
forecast for Britain of 2.6% that the Euro- 
pean Commission published on April 8th, 
the day before his budget. And he expects 
more of the same in 2005. 


i Optimism postponed 
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These hopes for a sharp upswing are 
based on the belief that the economy will 
regain the ground that it is now losing 
while operating below capacity. But the 
Treasury’s conviction that the trend rate of 
growth is now 2.75% a year—higher than its 
long-run rate of 2.5%—is not shared by the 
Bank of England. In its February Inflation 
Report, the Bank said that it was assuming 
growth in potential output of around 2.5% 
a year over the next two years. 

The Treasury’s quarter-point increase 
in its underlying growth assumptions 
looked dubious when it was unveiled a 
year ago, and even more so when census- 
based revisions indicated lower net immi- 
gration than it had originally assumed. 
The estimate now hinges on faster labour- 
productivity growth even though this has 
failed to materialise recently. A further rea- 
son for scepticism is that business invest- 
ment plunged by 8% in 2002 and is ex- 
pected to decline again this year. 

Not only are Mr Brown’s growth fore- 
casts optimistic, so too are his estimates for 
tax revenues. His forecasts rely on a return 
to tax buoyancy-that happy state of af- 
fairs when revenues rise as a share of GDP 
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without deliberate tax-raising measures. » 
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The euro decision 


Not quite there 


Decoding Mr Brown's hints about the euro 


HIS was not the speech that Mr 

Brown had hoped to give. Faced with 
owning up to higher borrowing, he 
would have liked a diversionary tactic. 
Announcing the long-awaited assess- 
ment of whether Britain is ready to join 
the euro would have done nicely, but Mr 
Blair, anxious to repair relations with 
Europe, would have none of it. 

Even so, Mr Brown implied what the 
outcome of the assessment would be. 
Helpfully, he pointed out that long-term 
interest rates were now below those of 
the euro area. He drew attention to the 
fact that the unemployment rate in Brit- 
ain was 5% whereas it was 9% in the sin- 
gle-currency zone. And he highlighted 
the fact that the British economy had 
grown over the past two years at roughly 
double the rate of the euro area. Looking 
ahead, "the largest repercussions" for the 
British economy arose from the fall in 
growth prospects for the euro area to 
around 1% in 2003. 

Mr Brown left it to MPs to infer that 
there was no compelling case for joining 
the euro in a hurry. And he hinted that 
Britain's volatile housing market could 


The budget forecasts that the tax take—cur- 
rent receipts as a proportion of GpP—will 
rise by over a percentage point between 
2003-04 and 2005-06. Without this in- 
crease, revenues in 2005-06 would be 
some £15 billion lower than the Treasury is 
predicting. However, John Hawksworth of 
PWC, an accountancy firm, thinks that the 
tax take will increase over this period by 
only half a percentage point of Gp». That 
would leave a shortfall of £9 billion in 
2005-06 on the Treasury's projection. 
Most of the increase in the tax take pro- 
jected by the Treasury comes from a recov- 
ery in corporation tax. This is supposed to 
rise from 2.5% of GDP in 2003-04 to 3.2% in 
2005-06. But Mr Hawksworth cautions 
that this appears to be based on unrealistic 
hopes for a bounce-back in the profitabil- 
ity of companies in the financial-services 
and information-technology sectors. He 
expects corporation-tax revenues to re- 
cover to only 2.8% of GDP in 2005-06. 
When Mr Brown became chancellor in 
1997, he got the Treasury to find out why 
fiscal mistakes had occurred in the past. 
One lesson was "a failure to guard against 
optimism and build in a margin for pru- 
dence against unexpected events". In La- 
bour's first term of office, Mr Brown took 
that lesson to heart. In his second term of 
office, he appears to have forgotten it. m 


prove at least a temporary barrier to a 
euro referendum. He announced a new 
study to examine how Britain could de- 
velop a long-term fixed-rate mortgage 
market and so wean itself off the ever- 
popular short-term floating-rate loan. 
Floating-rate loans make the housing 
market and the economy unusually re- 
sponsive to short-term interest rates— 
which is a problem if they are to be set at 
European, not national, level. 

Mr Brown also implied that Britain 
would fail the second of his famous five 
euro-tests: “if problems emerge is there 
sufficient flexibility to deal with them?" 
The rationale for this requirement is that 
national economies in a single-currency 
area can no longer adjust to shocks by 
changing interest rates. The chancellor 
said that the budget's microeconomic re- 
forms were designed to achieve greater 
flexibility in capital, product and labour 
markets. He suggested that the assess- 
ment might also find fault with the euro 
area on this count: flexibility was “too 
often undervalued in Europe". The bud- 
get may not have delivered a euro-deci- 
sion, but it dropped some heavy hints. 


The germ of a 
good idea 


Cash for babies isn't as silly as it sounds 


T WAS not a surprise, since the idea of 

children's trust funds, or *baby bonds", 
was included in Labour's manifesto. But 
Gordon Brown's announcement in the 
budget that the government would put 
money into a savings account for children 
at birth is nonetheless a welcome and in- 
triguing idea—and one that has support 
from both left and right. 

Most children will get £250 ($390) at 
birth, though poorer families (a third of the 
total, says the government) will receive 
£500 and their families will also qualify for 
full child tax credit. The government may 
later announce more payments as the 
child grows up. Family and friends will be 
able to top up this savings plan by up to 
£1,000 a year. They will mature when the 
babies reach 18, at which age they can 
splurge the money on whatever they like, 
or "the funds could be rolled over into 
other savings products," says the govern- 
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Sitting on a nest egg 


ment, optimistically. 

Like many original ideas in political 
economy, this one was born in America. 
The debate was started in 1999 by two 
American academics, Bruce Ackerman 
and Anne Alstott, in their book The Stake- 
holder Society. Growing wealth inequal- 
ity, they said, meant that few in America 
had a fair crack at life. Equal opportunity— 
the American dream—was a chimera. The 
two argued that the solution was to give 
every young American adult a stake of 
$80,000 "as a birthright”. This would be fi- 
nanced by an annual wealth tax. The left 
liked the scheme's redistributionist fla- 
vour and the classical liberals approved 
because it avoids government meddling 
and might be a way of getting rid of other 
sorts of welfare entirely. 

In Britain the idea has been pushed 
hard by the Institute for Public Policy Re- 
search (1PPR), a left-leaning think-tank. Be- 
tween 1988 and 1999, it says, the top 1% of 
the population increased its share of 
wealth from 17% to 23% (though this figure 
has presumably dropped with the stock- 
market). Among those aged 20-34, the pro- 
portion with no wealth at all doubled be- 
tween 1974 and 1996. Will Paxton of the 
IPPR says that research suggests that life 
chances—opportunities, in other words— 
are affected not only by the flow of money 
that people earn over their lifetimes but 
also by the stock they start with. 

Quite probably true, though how much 
the scheme will help the poor is a moot 
point. For now, the chancellor's largesse is 
limited-the government says that baby 
bonds will only cost it £350m this year and 
£250m thereafter. And those doing the top- 
ping-up are unlikely to be from poor fam- 
ilies. Still, the sums may offset some of the 
money that the poor will have to borrow 
to goto university. 8 
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Northern Ireland 


Off to Belfast, 
Ireland 


BELFAST 


Giving the peace process a helpful push 


T IS a measure of how far the peace pro- 

cess has come that, when Tony Blair and 
George Bush were looking around the 
world for a safe place to hold a summit, 
they chose Hillsborough, a village in 
Northern Ireland. It was, as it turned out, a 
good choice. Hillsborough was tranquil. 
Outside the mansion where president and 
prime minister talked and then met the 
Irish taoiseach, Bertie Ahern, a half-dozen 
protesters lay peaceably on the street until 
they were carried away by police. The 
main demonstration a few miles down the 
road beyond police barriers became edgy 
only when youths shouting pro-war slo- 
gans unfurled banners in their midst. 

Security aside, another reason for hold- 
ing the summit in Northern Ireland is that 
itis probably the most pro-war corner of 
the British Isles. All the unionist politicians 
who represent the Protestant majority 
have supported the war: it is a British war, 
and they are keen to vaunt their sense of 
Britishness, which they think is underva- 
lued in London. David Trimble and lan 
Paisley, leaders of, respectively, the Ulster 
Unionists and the Democratic Unionist 
Party, say everyone in Northern Ireland 
should support British troops in Iraq and 
denounce nationalist “disloyalty”. 

Most Catholic nationalists and republi- 
cans oppose the war: it is not just a British 
war but also, they believe, unjustified. Na- 
tionalists, including republicans who until 
recently openly supported IRA violence, 
are loud in their commitment to peace. 

The British government hoped that this 
public demonstration of closeness be- 





Don't squeeze so hard, Tony 


tween Mr Blair and Mr Bush might have a 
beneficial effect on the peace process: 
American pressure could speed up the 
“acts of completion" Mr Blair wants from 
both sides in the negotiations—most im- 
portantly, a declaration from the IRA that it 
is going out of business. The blueprint for 
the next stage of Northern Ireland's peace 
process was due to be published on April 
10th, the fifth anniversary of the Good Fri- 
day Agreement, but, as The Economist 
went to press, last-minute wobbles sug- 
gested that the event might be postponed. 

A strong statement from the IRA would 
ensure that Northern Ireland's political in- 
stitutions, which were suspended last Oc- 
tober, get going again. New elections to the 


Nudity 
Stark truths 


Naturists' respectability is at risk 


before it becomes law, the Sex- 
ual Offences Bill is offering hours of 
innocent and not-so-innocent enjoy- 
ment to those interested in the sorts of 
human activity that seldom enjoy a pub- 
lic airing. Among the bill's other aims 
(new definitions of rape, for example) is 
a clause aimed at flashers that has 
aroused the ire of the nation's naturists. 
The existing law on indecent expo- 
sure is almost as odd as the idea of nud- 
ism in Britain's damp and bracing 
climate. It covers only men exposing 
their genitals to women; to another man, 
however offensively, this is no offence. 
Women flashers (a small but, appar- 
ently, niggling problem) do not exist in 
the eyes of the law. It also fails to deter 
militant nudists such as Vincent Bethell, 
who likes walking naked around Lon- 
don. This has cost him five months be- 
hind bars (naked, naturally). 
Mainstream naturist organisations 
detest Mr Bethell for harming their im- 
age. He in turn describes them as “a ru- 
inous collection of self serving 
deadheads content to simply maintain 
their own pneumatic egos and perpetu- 
ate the myth that this lifestyle is one 
which must be pursued behind fences." 
The current problem, though, is not 
such lively internal debates, but clause 
70 of the new bill, which defines a new 
offence, of *reckless" nudity. This 
sounds uncontentious until applied to 
the seaside. There is only a handful of 
official nudist beaches, but plenty of un- 
sanctioned ones where British naturists 
have traditionally liked to congregate. 
They worry that the new law will be a 
boon to the busybodies, an odd category 
of nudity-phobes who like to turn up to 
naturist haunts in order to be offended 
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devolved assembly are due on May 29th. 
What the rA does will largely determine 
whether Mr Trimble, whose walk-out trig- 
gered the assembly's suspension, returns 
to power-sharing with Sinn Fein. 

If Mr Blair is relying on American help 
to nudge the IRA into making a move, it is 
to be hoped that the administration's com- 
mitment to the peace process is greater 
than its understanding of local political ge- 
ography. Press credentials for journalists 
accompanying Mr Bush described their 
destination as "Belfast, Ireland"; and when 
Ari Fleischer, the president's spokesman, 
was asked where in Northern Ireland the 
meeting would take place, he said that it 
might bein Dublin. m 





Our hardy island race 


and lodge complaints with the police. 
Another worry is that nudist families 
with children may fall foul of a measure 
intended to block paedophiles. 

The nudists claim 2.5m supporters 
(based on an opinion poll which asked 
people if they liked nude sunbathing 
and swimming). They hope that will be 
enough to persuade Parliament to pro- 
tect their hobby. The problem for the 
tidy-minded is that wording that helps 
the nudists may encourage Mr Bethell 
and other supporters of *body freedom" 
in their odd but harmless ways. As with 
so many other things, common sense 
would probably work better than a spe- 
cific law. 
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The chancellor's options are narrowing, but it's not all bad news 





[5 ONE sense at least, Gordon Brown is still a lucky chancellor. 
Not only has the war been a useful scapegoat for deteriorating 
economic conditions, but its ending was also perfectly timed. 
For Saddam Hussein's regime to crumble at precisely the mo- 
ment Mr Brown had chosen to deliver his seventh budget sug- 
gests that fortune has not entirely deserted the chancellor. 

Which is just as well. Mr Brown's future now depends on his 
luck holding. This is not to criticise him for allowing borrowing 
to rise in the short term. The public finances are fairly healthy, so, 
for now, that is the safest option. And there is nothing eyebrow- 
raising about his deficits, assuming that his sums work out. But 
his apparent confidence in the buoyancy of future tax revenues 
is striking. He refuses to consider the possibility that there could 
be painful choices ahead. 

Reckless though this looks, consider the alternative. In last 
year's budget, the government staked its future on two daring 
ideas. The first was that a once-in-a-generation boost to public- 
sector funding could transform the quality of services, espe- 
cially education and the National Health Service. Moreover, 
people who would not previously have expected Labour to 
spend their money wisely were now willing to trust it. 

The second idea, which followed on from the first, was that 
Labour so dominated the political landscape that it had changed 
the terms of trade on the issue of taxing and spending. Labour 
no longer needed to be on the defensive over how much it might 
raise tax. Instead, it was now the Tories' turn either to accept the 
government's agenda or to explain to voters how their plans to 
cut spending would not damage schools and hospitals. When, in 
last year's budget, Mr Brown announced a large rise in taxation 
by means of a delayed 10% increase in national-insurance con- 
tributions (NICs) to fund a “world class" health service, people 
may not have exactly stood and cheered, but his approval rating 
rose sharply. 

Even though some of the more thoughtful Labour MPs, in- 
cluding Tony Blair, fretted that not enough had been done to re- 
form the way services were provided, for most of the 
government's supporters last year's budget was a vindication. 
They did not enter politics to prove they could stick to Tory 
spending plans: they were there to build a public sector that 


would have made Labour's early dreamers proud. In many 
ways, it was a moment of triumph even sweeter than the two 
landslide election victories that Mr Blair had delivered to make it 
all possible. Even the prime minister, in a rare effort to catch the 
mood of his party, described Mr Brown's public spending 
gusher as "socialism in action". 

Since when, a few doubts have begun to intrude. Of these, 
the one that nags the most is the possibility that the NHs may be 
capable of absorbing huge sums of money without getting 
much better. Despite a 20% increase in health spending in the 
two years to 2001-02, there was only a 1.6% improvement in 
what is known in the jargon as "finished consultant episodes". 
The time spent waiting for some operations has come down 
slightly, but the numbers on waiting lists have barely fallen. 

Overall employment in the NHs is booming—witness the 
swelling public-sector recruitment supplement in the Guardian 
newspaper—but, predictably, it is taking time to train more 
nurses, while the shortage of doctors might not be fixed for a de- 
cade or more. Because Mr Brown elected to increase spending 
faster than capacity could grow to meet it, the opportunities for 
waste, and even fraud, are great. 

Meanwhile, the tax hikes to pay for this are only now being 
felt. The national insurance rise kicked in only last weekend, 
while homeowners are also facing large rises in council tax from 
this month because of the additional spending obligations that 
have been heaped on local government. The shadow chancellor, 
Michael Howard, calculates that, as a consequence, a family 
with two workers on average earnings will be nearly £600 a year 
worse off. With the housing market faltering and higher con- 
tributions required to maintain the value of pensions, a lot of 
people are suddenly beginning to feel poorer. 


No wriggle room 

The result is that even fervently pro-spending Labour MPs are re- 
porting from their constituencies that the supposedly popular 
tax increases are not being borne quite as cheerfully as they had 
hoped. Some even fear that after years of ingenious "stealth" 
taxes, frozen allowances and this month's decidedly unstealthy 
grab for the wallets of the moderately prosperous, Mr Brown 
may have run out of road as far as any further tax rises are con- 
cerned. It's an intuition that is being confirmed by the latest opin- 
ion polls. There still may be majority support for the rise in NICs 
to “help pay for the NHs”, but in a YouGov poll last month, 70% 
nonetheless thought that the money would be wasted. Equally 
worrying for the government, only 29% were prepared to accept 
that taxes might have to go up further to pay for better services. 

For now, Mr Brown is just about all right. But he has left him- 
self almost no political wriggle room. Should those bright and 
breezy forecasts of his turn out less well than he hopes, he will 
have to face up to the difficult choices he has so far avoided. 
However, until he has something to show for it, he would be 
wise to eschew adding to an already weighty tax burden, while 
cutting back on his ambitious public-spending plans would, for 
him, be an unbearable humiliation. 

No, if anything looks vulnerable, it is those fiscal rules the 
chancellor has set such store by. And if they go, so, probably, will 
the prospect of joining the euro any time soon. If it comes to it, 
the Eurosceptical chancellor might just find that embarrassment 
quite bearable. Perhaps this happy thought lies behind Mr 
Brown's seemingly irrational exuberance. m 
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Oilin Iraq 


The people’s oil 


NEW YORK 





What should be done to ensure that Iraq's oil is managed truly in the interests of its 


newly liberated people? 


€€ TF ANoiltenderis made by a legitimate 
government that can guarantee terms 
and conditions for the long term, we 
would certainly be interested." Those un- 
usually candid words, uttered this week 
by David O'Reilly, the boss of Chevron 
Texaco (an oil giant on whose board Con- 
doleezza Rice, America's national security 
adviser, once served), seemed to confirm 
what conspiracy theorists have suspected: 
Big Oil cannot wait to get its hands on 
Iraq's oil reserves, said to be the world's 
second-biggest after Saudi Arabia's. 
Already, the industry is abuzz over 
who will manage Iraqi oil in the short 
term: the United States, the United Nations 
or the Iraqi national oil company? There is 
lots of speculation too about opportuni- 
ties for foreign firms, especially those from 
countries that participated in the fighting 
to oust Saddam Hussein. There are even 
suggestions—especially by free-market 
think-tanks, such as the Heritage Founda- 
tion—that Iraq's oil sector will be quickly 
privatised, at American insistence. Firms 
that hold contracts signed by the erstwhile 
dictator are getting nervous: Russia’s Lu- 
koil, which signed a deal to develop the 
giant West Qurna oilfield in 1997, this 
week vowed to fight any attempts to over- 
turn its contracts—by impounding Iraqi 
tankers if necessary. 
Yet America and Britain both made un- 
equivocal promises long before war 


started that Iraq’s oil belongs only to the 
Iraqi people, and that taking it played ab- 
solutely no part in the decision to go to 
war. In a joint statement on April 8th, 
George Bush and Tony Blair again made 
clear that Iraq’s oil and other natural re- 
sources are “the patrimony of the people 
of Iraq, which should be used only for 
their benefit.” 

The trouble is, deciding what is the best 
way to manage Iraq’s oil in the interests of 
its people is far from straightforward—and 
some of the most promising options may 
involve creating profitable opportunities 
for foreign firms, including American and 
British oil companies, which would be 
bound to play badly with those disin- 
clined to take Messrs Bush and Blair at 
their word. Cynics even questioned the 
speed with which the coalition acted (with 
some advice from Big Oil) to prevent the 
destruction of Iraq’s oilfields. Action that 
protected the Iraqis’ patrimony was por- 
trayed as fighting a war according to the 
priorities of the oil industry. 

One conspiratorial forecast, at least, 
seems certain not to come true—which 
might quieten down the cynics sufficiently 
to let a proper debate ensue. It had been 
suggested that, having seized Iraq’s oil, 
America would flood the market, lowering 
prices and destroying the béte noire of 
America’s gas guzzlers, the OPEC cartel. 
Most oil-industry experts reckon that this 
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would manifestly not be in the interests of 
the Iraqi people. But it is equally clear that 
this could not be done in any case-at least, 
not within the sort of time period in which 
it seems likely that Iraq will be governed 
by some external authority, be it the victo- 
rious military coalition or the UN. 

Misrule and under-investment, com- 
bined with a decade of uN sanctions that 
restricted imports of spare parts, have left 
Iraq's oil industry in tatters. It would cost 
billions of dollars and take the best part of 
a year simply to return to pre-war export 
levels of 2.5m barrels per day (bpd). To 
reach 3.5m bpd, last seen nearly three de- 
cades ago, would take another $5 billion-7 
billion and several years, reckons Cam- 
bridge Energy Research Associates. 

As the comments by Chevron Texaco's 
Mr O'Reilly made clear, much will depend 
on how soon a legitimate government can 
be established in Iraq. But things would be 
tricky even if a democratic Iraqi govern- 
ment were ready to take office at once. 

Such a government would have to find 
new people with industry expertise to run 
the Iraqi national oil company, replacing 
Saddam Hussein's cronies who were pre- 
viously in charge. Billions of dollars are 
needed to repair damaged oil-industry in- 
frastructure and raise output. There would 
be decisions to take about what role to al- 
low foreign oil firms, and at what price— 
and whether to cancel contracts signed 
with foreign firms by the old regime. There 
would probably also be a debate about the 
proper relationship between the new gov- 
ernment and the oil industry, including 
about the possible role and form of privati- 
sation. Given the likely constraints on out- 
put for the foreseeable future and the 
pressing need to raise cash to rebuild the 
country, there would be tough decisions to 
take about whether to borrow using oil re- » 
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serves as collateral, or even to sell them, ei- 
ther by securitising likely future revenues 
or direct to foreign oil firms. 

That these issues will be even more 
complicated for any interim governmentis 
highlighted by the issue of whom to putin 
charge of the Iraqi national oil company, 
given that most experienced Iraqi oilmen 
are probably now unsuitable, if alive. It is 
easy to see why names such as Philip Car- 
roll, a former boss of Royal Dutch/Shell’s 
American subsidiary, are doing the 
rounds in Washington, pc—and equally 
easy to see why this generates cynicism. 


Capital needs 

As for raising money, private-sector oil 
firms frequently borrow by pledging their 
reserves as collateral. Some countries, in- 
cluding Mexico, have securitised expected 
revenue streams from their state-run oil 
firms. But Amy Jaffe, an energy expert at 
Rice University, Houston, reckons that in 
Iraq, depending on who pays for what, the 
sums involved may dwarf those that other 
borrowers have been able to raise from the 
capital markets: "The costs of occupation 
and reconstruction will be $100 billion to 
$200 billion, and the Bush administration 
couldn't get even Goldman Sachs to do a 
deal that size!" 

An alternative may be to persuade for- 
eign oil firms to put up capital in exchange 
for the right to oil reserves, either through 
production-sharing agreements or full 
ownership. In such circumstances, the 
highest prices are likely to be obtained by 
having an auction open to all. Alas, any re- 
striction of bidders to, say, firms from 
countries that supported the war, would 
clearly not be in the interests of the Iraqi 
people. Equally, contracts signed under 
Saddam were not in the best interests of 
the Iraqi people, both because firms from 
countries that abided by UN sanctions 
could not bid and because the deals were 
driven by Saddam's private interests. 
There are strong grounds for voiding those 
contracts and starting the bidding again. 

Would that be legal? Some analysts ar- 
gue it would be, given that Saddam Hus- 
sein was a dictator and that some of the 
contracts held by Russian, Chinese and In- 
dian firms appear to have been granted to 
curry political favour at the UN and per- 
haps stave off an invasion. Other experts 
insist that any such move would represent 
a clear violation of property rights akin to 
Fidel Castro's expropriation of American 
assets four decades ago. 

Vahan Zanoyan of prc Energy, a con- 
sultancy, offers a real-world counterpoint. 
"In the oil business, sovereign govern- 
ments can and sometimes do renege on oil 
contracts, which are always ultimately 
based on trust." Russian or Chinese firms 
could perhaps challenge Iraq or an Ameri- 
can interim authority at the international 
civil court at The Hague, but that would 


merely guarantee that the companies 
would not see any oil or money for many 
years and probably never be able to work 
in Iraq again. He thinks that firms such as 
Russia's Lukoil, despite its current sabre- 
rattling, may ultimately decide to negoti- 
ate a settlement with a new regime, in or- 
der to salvage some value from their con- 
tracts, or perhaps sell their rights to 
American or British rivals. 

Any decision by an interim govern- 
ment to sell Iraq's oil reserves, particularly 
as it would probably be to foreigners, 
would be hugely controversial and vulner- 
able to accusations of bad faith. If some 
other way of raising cash for rebuilding 
could be found—an 1mF/World Bank loan 
with oil reserves as collateral, perhaps— 
that would surely be better. But there is 
one reason to fear leaving the ownership 
of the oil reserves to a new Iraqi govern- 
ment-namely, that its members would 
face an enormous temptation to expropri- 
ate them for their own advantage. There 
are strikingly few examples of countries 
that, having become wealthy thanks to 
their oil resources, share this wealth 





broadly across the population. 

What to do to prevent this, and to what 
extent any interim government should try 
to persuade a new Iraqi government to 
pursue a particular course of action, or 
even present it with a done deal, is sure to 
provoke a lively debate. 

Some reformers are likely to view Iraq 
as another opportunity to try mass privati- 
sation, with shares in Iragi oil given to ev- 
ery Iraqi. Perhaps they can improve on the 
failure of past mass privatisations, notably 
in Russia, when recipients of shares 
tended to sell them quickly at well below 
their true value. Others familiar with the 
failure of mass privatisations such as Rus- 
sia's will argue that Iraq should avoid it at 
all costs, pointing instead to the likes of 
Norway, Colombia and Alaska, which 
created funds that hold oil revenues in 
trust for the people. In Alaska, for example, 
the state oil fund disburses roughly $8,000 
each year to every family. Similar payouts 
would certainly provide Iraqis with hard 
proof that the oil is now theirs, not Amer- 
ica’s, not their new government’s—and cer- 
tainly not Saddam's. & 





America's corporate scandals 


The ex-bosses fight back 


Why is it taking so long to prosecute America’s disgraced bosses? 


NOTHER week, another former finance 
chief at HealthSouth, an American 
health-care firm, pleads guilty to fraud. On 
April 8th Michael Martin, HealthSouth’s 
chief financial officer in 1997-2000, con- 
fessed to his part in overstating the firm’s 
profits by what investigators now think 
may be $2.5 billion. So far, eight other 
HealthSouth executives—including two 
other former finance chiefs—have also 
pleaded guilty. They allege that the firm’s 
former boss, Richard Scrushy, personally 





Spot the disgraced CEO 





instructed staff to plug gaps in profits with 
altered, or fictitious, accounting entries. 
Only Mr Scrushy maintains his innocence. 

The capitulation at HealthSouth could 
not have come at a better time for prosecu- 
tors at the Department of Justice (Dop), 
who had been feeling the heat for not de- 
livering more quickly on their promises to 
put America's corporate wrongdoers in 
jail. Last year’s “perp walks" and extrava- 
gantly worded indictments (the po} called 
the mess at Adelphia, a bust cable firm, 
“one of the largest and most egregious 
frauds ever perpetrated”) raised expecta- 
tions of swift justice. Instead, prosecutors 
have seemed to inch forward achingly 
slowly. Samuel Waksal, ex-boss of Im- 
Clone, a biotech firm, has pleaded guilty to 
insider trading and tax evasion. But few 
other big fish have been skewered. 

The trials of Dennis Kozlowski, former 
boss of Tyco, and Andrew Fastow, Enron’s 
ex-finance chief, have both been delayed 
for several months. The prosecution of 
John Rigas and his two sons, who are ac- 
cused of looting and fraud at Adelphia, 
will not start until next January. It is still 
not clear whether the government will 
find anything at all with which to charge 
Bernie Ebbers, WorldCom’s former head, » 





> or Jeffrey Skilling and Kenneth Lay, the for- 
mer bosses of Enron. This lack of progress, 
symbolised for one livid boss by sightings 
of Mr Kozlowski's luxurious antique sail- 
ing-boat at liberty in the waters of the Ca- 
ribbean, is upsetting cleaner executives, 
who would like to see a few more bad ap- 
ples in jail, if only to satisfy the public ap- 
petite for corporate punishment. 

This week, prosecutors were touting 
the guilty pleas at HealthSouth as the re- 
sult of new anti-fraud “shock-and-awe” 
tactics. In fact, any prosecution of Mr 
Scrushy (if he continues to deny guilt) 
would probably suffer the same sort of de- 
lays as the government's other big cases. 

One reason is paperwork. In February, 
lawyers for Mr Fastow won an extra three 
months to sift through the 1,200 boxes of 
Enron documents and 2m electronic files 
which they say they must review to build 
their client's defence. Mr Rigas’s law- 
yers—he has hired four law firms to defend 
himself—say that they have only had since 
last December to look through the 560 CD- 
ROMs (each containing 70,000 pages of 
Adelphia documents) that government 


prosecutors have had since last May. 

Such efforts also suggest that the cases 
against some of these men are more nu- 
anced than government prosecutors (and 
the press) have led the public to believe. 
Prosecutors, for instance, allege that Mr Ri- 
gas and his sons "looted Adelphia on a 
massive scale, using the company as the 
Rigas family's personal piggy bank." Mr Ri- 
gas's lawyers say that they have docu- 
ments which prove that the $3 billion of 
loans drawn down by the family (and for 
which the Rigas family and Adelphia were 
jointly liable) were fully approved by the 
board and used entirely for board-ap- 
proved purposes. These were to buy bits of 
other cable companies and to buy Adel- 
phia securities to maintain family control 
of the company. Meanwhile, the disclo- 
sure of these arrangements~which the Se- 
curities and Exchange Commission (SEC) 
is challenging in civil lawsuits—was fully 
approved by the firm's former auditors, 
Deloitte & Touche, says the Rigas camp. 

Lawyers for Mr Kozlowski, who is al- 
leged to have used company loans rather 
more liberally than Mr Rigas, to finance 





personal property purchases, lavish par- 
ties and so on, also maintain that these 
loans were fully approved by the board 
and the firm's auditors, Pricewaterhouse- 
Coopers. They also allege that subsequent 
lawsuits filed by Tyco against Mr Kozlow- 
ski (Adelphia is also suing the Rigas family) 
are attempts to shift responsibility for the 
mess. Friends of Paul Allaire, a former boss 
of Xerox who is under SEC investigation, 
say he is convinced he did nothing wrong, 


and that the government forced the com- 


pany to settle an investigation into its 
lease-accounting methods under the 
threat of bankruptcy, by prohibiting the 
firm from filing financial statements. 

As for those responsible for Enron's 
downfall, although Mr Fastow faces 78 
separate criminal charges (and potentially 
hundreds of years in prison), the govern- 
ment has yet to demonstrate convincingly 
that Enron broke the law. Indeed, a recent 
investigation by Congress into the firm's 
tax arrangements confessed (after express- 
ing the requisite disgust at the firm's be- 
haviour) to finding nothing illegal, as such. 
If only life were simpler. @ 


News Corporation 


The missing link 


Rupert Murdoch finally bags DirecTV 


T WAS the crowning piece of news at the 

end of a great few weeks for Rupert Mur- 
doch. News Corporation's announcement 
on April oth of its $6.6 billion agreementto 
buy 34% of Hughes Electronics, a subsid- 
iary of General Motors that runs DirecTv, 
America's biggest satellite-rv operation, 
was the deal he has been fixated by for 
years. The deal came a week after Euro- 
pean regulators had approved the merger 
of his Italian pay-rv outfit, Stream, with 
Vivendi's rival Telepiu, to create Sky Italia. 
And just as cheering, Mr Murdoch has 
emerged from war in Iraq as king of 24- 
hour news, with his Fox News network 
ahead of AOL Time Warner's CNN in the 
American ratings, and Britain's Sky News 
ahead of BBC 24, its closest rival. 

Directv was secured at a strikingly low 
price. Earlier this year, GM lost an offer 
worth $18 billion from EchoStar, America's 
second-biggest satellite-rv firm, after anti- 
trust regulators blocked it. Mr Murdoch's 
bid is highly likely to pass muster; so his 
victory, after his first bid for Direcrv in 
2001 was trumped by EchoStar at the last 
minute, only underlines the value of the 
wily media baron’s waiting game. 

Unlike such fallen stars of the media 


world as Vivendi's Jean-Marie Messier or » 
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Bertelsmann’s Thomas Middelhoff, 
whose rush to grab pricey assets proved 
their undoing, Mr Murdoch is a patient 
predator. For nearly three years he has 
watched as rival buyers fell by the way- 
side. Like Liberty's John Malone, who him- 
self backed away from bidding for Directv 
recently in order to support News Corp's 
bid, Mr Murdoch is an opportunist, unde- 
terred by apparent defeat, and a shameless 
lobbyist. He was a tireless visitor to Wash- 
ington, DC, ahead of the regulators' deci- 
sion to block the EchoStar-Directv deal. 

Mr Murdoch's waiting game also ex- 
plains his willingness to tolerate losses in 
pursuit of a longer-term goal. After years 
of losses, Star Tv, his Asian satellite-rv 
business, finally began to make a profit in 
the fourth quarter of 2002. BSkyB, Britain's 
leading pay-Tv operator, which Mr Mur- 
doch also controls, only recently started to 
make money again after years of losses re- 
lated to its decision to give away digital set- 
top boxes as an investment in the technol- 
ogy. Mr Murdoch's bet in Italy rests on sim- 
ilar logic. While he will occupy his 
favourite position, that of de facto pay-TV 
monopolist, and will wring some cost sav- 
ings from the merger, Sky Italia is expected 
to lose about $160m next year. 

At Direcrv, Mr Murdoch will quickly 
install a fresh team to overhaul the opera- 
tion. Direcrv may have over 11m Ameri- 
can subscribers, but its operation there— 
which is at least profitable, unlike Di- 
recrTV's Latin American  division-is 
underwhelming by Sky’s standards. 
BSkyB’s annual average revenue per sub- 
scriber, as of the third quarter of 2002, was 
£348 ($539); in the same period, Directv 
managed only $237. Sky’s secret has beena 
mix of savvy marketing, the use of exclu- 
sive content (notably sport), and invest- 
ment in cutting-edge technology to open 
up new interactive revenue streams. 

Direcrv will be no simple Sky replica. 
Unlike Sky, it was not an early entrant to 
pay-Tv, as the American market has long 
been dominated by cable. Unlike Sky, it is 
not the top pay-Tv platform, but the third- 
biggest after AT&T Comcast and Time 
Warner Cable. Yet Mr Murdoch will trans- 
fer expertise from BSkys to revive DirecTv. 
Chase Carey, a former News Corp hand 
who worked for Mr Murdoch on the deal, 
will run Direcrv. And Tony Ball, BSkys’s 
boss, may yet come in to run Mr Murdoch's 
global satellite-Tv operations. 

The logic of Mr Murdoch's vision of a 
global ring of satellite-Tv operations, run- 
ning from Asia via Europe to America and 
beamed into nearly 100m households, 
rests on the need to spread programming 
and hardware costs, as well as the benefit 
of sharing pay-Tv expertise. Now Mr Mur- 
doch has triumphantly slotted the glar- 
ingly missing American link into that 
chain, it is hard not to detect an imperialist 
edge to the ambition. m 





Chinese television 


Some Iraq, not 
much SARS 


HONG KONG 
China almost discovers that news is 
worth reporting, even by foreigners 


HINA Central Television (cctv), the 

country’s main broadcaster, learnt a 
lesson on September 11th 2001. Controlled 
directly by the propaganda ministry, 
CCTV could not work out quickly enough 
what spin to give the terrorist attacks on 
America, and so ended up barely covering 
them at all. After this embarrassment, the 
government decided that ccTv should try 
to become relevant-and, ideally, commer- 
cially viable. So in recent weeks, CCTV has 
been interrupting its familiar gripping re- 
ports of Communist leaders cutting rib- 
bons to show footage, apparently uncen- 
sored, of the war in Iraq. 

But this is CCTV, and news must still 
pass the propaganda test. SARS, a new and 
mysterious form of pneumonia, is an ex- 
ample of news that failed to do so. The dis- 
ease first appeared in November, and in 
China itself. But only last month, after the 
epidemic began spreading globally, did 
the government admit to having cases and 
allow sanitised media reports. A ccTv 
news programme on April 6th began with 
profiles of party cadres, but then ran four 
minutes of China's new prime minister 
visiting a disease-control centre and de- 
claring that China had the epidemic com- 
pletely under control. 

This contrast between CCTV’s coverage 
of the war and of sAns reflects a more fun- 
damental schizophrenia. Some members 
of China's government would like to re- 
gard TV as they increasingly treat other 
industries: as a market and a business 
opportunity. Others want to keep their 










authoritarian grip on media content. The 
first group wants to open up to foreign 
broadcasters, the second to keep them out. 

Some 340m Chinese households, with 
about 1.1 billion viewers, own a TV set. 
Some 92m subscribe to one of China's 
4,000 state-owned cable stations, which 
charge only about $1 a month. This trans- 
lates into quite a small advertising mar- 
ket—$2.7 billion this year, according to Me- 
dia Partners Asia, a research firm—but one 
that is growing by more than 10% a year. 
CCTV pockets a third of these revenues. 

For years, western media firms such as 
Rupert Murdoch's News Corp or AOL 
Time Warner have been currying favour 
with the Chinese regime in the hope of 
gaining access to its Tv market. Mr Mur- 
doch's son James, who runs Star Tv, News 
Corp's Asian subsidiary, even went so far 
as publicly to condemn the Falun Gong, a 
spiritual movement, as a dangerous cult. 

Whether such kowtowing pays off is 
debatable. In January, China did indeed 
permit three more foreign channels—one 
from Star TV, one from Phoenix, a Hong 
Kong firm in which Star has a stake, and 
one from Bloomberg-to join 27 others 
broadcasting into China. But not to the 
Chinese: only to the residential com- 
pounds of expatriates and fancy hotels. 
True, an estimated 42m Chinese house- 
holds illegally own satellite dishes, and 
students occasionally team up to rent hotel 
rooms to watch CNN, but this grey market 
does not translate into advertising dollars. 

The one exception to this arrangement 
is Guangdong, a province next to Hong 
Kong which Beijing often uses for political 
experiments. Since last year, it has allowed 
local cable stations to pick up channels 
from Star, Phoenix and AOL Time Warner. 
The three know better than to air anything 
politically controversial. 

Commercially, however, this deal is far 
from exciting. Almost all of China's cable 
stations make losses, and the local cadres 
whorun them often pick up foreign signals 
illegally to boost viewer numbers. They 
then cut out foreign advertising and re- 
place it with local spots. Guangdong's ca- 
ble stations have been doing this. The new 
arrangements now give Star, Phoenix and 
Time Warner the privilege of paying the 
cable stations to stop stealing from them. 

Moreover, market liberalisation may 
have little to do with the change. China's 
leaders complain that the foreign media 
are unfair in covering China. So they want 
their own coverage—such as CCTV’s Party 
fun—aired abroad. News Corp and AOL 
Time Warner gained access to Guangdong 
only in return for agreeing to broadcast 
CCTV's programming in, respectively, Eu- 
rope and America. So is China's Tv market 
opening up? Given that it is *about ideol- 
ogy and propaganda," said a Chinese me- 
dia regulator in February, the market is “al- 
ready quite open”. Enough said. = 





McDonald’s 


Did somebody say a loss? 


Despite announcing a loss and a new strategy, McDonald'sis still trying to act like 
the growth stock it once was, rather than the cash cow itis today 


66°THE world has changed. Our custom- 

ers have changed. We have to 
change, too." Brave words from Jim Canta- 
lupo, chairman and chief executive of Mc- 
Donald's for the previous 100 days, who 
promised investors at a Wall Street meet- 
ing on April 7th that the world's biggest 
fast-food chain nolonger wanted to be big- 
ger than everybody else, just better. 

It is a promise the company will strug- 
gle to keep. In January McDonald's an- 
nounced its first quarterly loss since going 
public in 1965. Comparable store sales in 
America, stagnant for the past decade, 
have been falling for 12 months. McDon- 
ald's, once a byword for good service, has 
been ranked the worst company for cus- 
tomer satisfaction in America for nearly a 
decade-below even health insurers and 
banks. The group's share price has 
slumped from more than $48 in 1999, to 
hover around a ten-year low of $12. 

Mr Cantalupo, a 28-year McDonald's 
veteran who was yanked from retirement 
in January to replace Jack Greenberg, the 
abruptly replaced previous boss, insists he 
can reverse all this in 12-18 months. Atlong 
last he is doing something about the fact 
that McDonald's has massively misallo- 
cated capital for decades. The group is 
slashing its capital spending this year by a 
third, to $1.2 billion. Net of closings, it will 
open 360 restaurants worldwide in 2003, 
compared with more than 1,000 last year 
and 1,700 a year in the 1990s. The firm is 
under threat of yet another rating down- 
grade. Yet, as well as repaying some debt, 
some of the money saved will be returned 
to shareholders, though the firm frustrated 
investors by refusing to say how much. 

Even more damning, Mr Cantalupo 
and Charlie Bell, his number two and heir- 
apparent, spent much of their presenta- 
tion promising improvements in the ba- 
sics of restaurant management--cleanli- 
ness, service and staff productivity—just to 
keep customers coming back. Under Mr 
Greenberg, McDonald's did not even have 
asystem for monitoring standards, so as to 
avoid trouble with franchisees. A grading 
system and "mystery shopper" policy are 
now in place, and the group promises to 
get tougher on its owner-operators. 

The menu too has been a mess. It will 
be slimmed, so to speak. There will be 
fewer confusing meal choices and more 
healthier, premium products such as sal- 
ads, yoghurts and sliced fruit. Although it 
has long denied that its food is linked to 


obesity, McDonald's, a firm that is all 
about image, has finally twigged that its 
brand is under threat from its unhealthy 
reputation. In a confusing attempt to be all 
things to all people (something Mr Canta- 
lupo said he wants to avoid) the group 
plans to offer “champagne taste on a beer 
budget", with new premium-priced foods, 
even as it declares value "part of the brand 
heritage". Advertising and store ambience 
are getting an overhaul too; the group's 
classier French stores may be a model. Less 
classy is Mr Bell's idea to aim Ronald Mc- 
Donald, the group mascot (and apparently 
the second most-recognised icon in Amer- 
ica after Santa Claus) at young adults, a 
"key demographic" after children. 

All this leaves many investors wonder- 
ing whether McDonald's really "gets it", as 
Mr Cantalupo kept insisting in his presen- 
tation. With the rise of "fast casual" restau- 
rants such as gourmet sandwich shops, the 
McDonald's offering looks increasingly 
outdated. The group's most recent genuine 
menu hit was the introduction of Chicken 
McNuggets in 1983. Franchisees, used to 
10-15% annual growth and fat margins, 
have seen their profits come under pres- 
sure and have been alienated by poorly ex- 
ecuted initiatives from headquarters, such 
as the expensive new "Made for You" 
kitchens that they had to buy. 


What difference at McDonald's? 

Yet top management in Oak Brooks, illi- 
nois, including Mats Lederhausen, the 
strategy director, and Michael Roberts, 
head of American operations, as well as 
Messrs Bell and Cantalupo, are all long- 
time insiders, shaped by the previous, out- 
of-date strategy. Mr Cantalupo, who mas- 
terminded the group's international ex- 
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vision or stomach to make the neces: 
changes", commented one analyst. © 
The top team’s wooden presentatioi 
on April 7th, liberally doused with mark 
ing clichés and soundbites about the i: 
portance of "people, product, place, price 
promotion" and "improving focus”, onl 
reinforced that impression. Above all, i 
clear that Mr Cantalupo and his team sti 
see McDonald's as a growth company, 
beit one with more modest annual targi 
of a 3-5% increase in sales and a 6-7% rise i 
operating profits from 2005. The implica- 
tion is that, after implementing the revital- . 
isation plan, capital spending will be 
cranked up again and the aggressive res- 
taurant-opening programme will resume. 
They appear unwilling to acknowledge 
that McDonald's, rather like Coca-Cola or 
Disney, is these days a mature company in 
a much more competitive market that 
should be run for cash. That is certainly 
what many shareholders want. Bryan 
Knepper, of Columbia Management 
Group (FleetBoston's renamed asset-man- 
agement arm), says he wants recompense 
for the underperforming share price: "I 
want them to give cash back to sharehold- 
ers." Another investor suggests that, with a 
yield of only 1.6%, McDonald's should 
double its 24-cent dividend, which costs it 
a mere $300m a year. A third muses that 
“my dream is that they pay a huge divi- 
dend and expand only with the incre- 
mental operating profit of existing stores. 
They need to earn the right to grow again." 
Ironically, Ray Kroc, who founded and 
then expanded McDonald's as much by 
buying and renting property as by selling 
hamburgers, has left the group a gold mine 
to exploit. Peter Oakes, an analyst at Mer- 
rill Lynch, notes that the group owns 75% 
of the buildings and 40% of the land at its 
30,000 locations. He calculates that the 
land alone, which has a book value of $4 
billion, would fetch $12 billion (before tax) 
today. That value could be exploited 
through a sale-and-leaseback programme. 
McDonald's also admits to thinking 
about selling a controlling stake in its port- 
folio of *partner brands", which includes 
such chains as Boston Market chicken, Chi- 
potle burritos and Pret a Manger sand- 
wiches. This portfolio is worth around $1 
billion. The group could have been more 
draconian in cutting capital spending, as it 
needs only $600m-700m a year for main- 
tenance. It could also, albeit more riskily, 
have slashed its marketing budget. 
Additallup and McDonald's could eas- 
ily hand several billion dollars back to its 
investors. Given the looming danger of 
obesity litigation and a backlash against 
marketing "unhealthy" food to children, 
returning supersized lumps of money to 
shareholders now could come to look far- 
sighted. Alas, it may take more change at 
the top to milk this particular cash cow. B. 





60 Business 


Software 
Friend or foe? 


The rise of Linux is dividing the computer industry into winners and losers 


ARRY ELLISON, the boss of Oracle, the 
world’s second-largest software firm, 
likes to make bold claims. Last week he 
was at it again, attacking his old foe, Micro- 
soft, the world's biggest software com- 
pany. Microsoft, he declared, risked being 
"wiped off the face of the earth" by Linux, 
the free, open-source operating system de- 
veloped by Linus Torvalds, a Finnish pro- 
grammer, and a team of enthusiasts. As al- 
ways, Mr Ellison's prediction should be 
taken with a handful of salt. But it contains 
a germ of truth, because the rise of Linux is 
changing the dynamics of the computer 
business. Some of the industry's titans 
benefit from its advance, while others lose. 
The appeal of Linux is clear. It is free, 
unlike such rival operating systems as Mi- 
crosoft's Windows and Sun's Solaris. And 
it runs on almost any computer, providing 
compatibility, flexibility and further cost 
savings. Linux is used mostly to run serv- 
ers, the back-office machines that handle 
e-mail, web pages, file sharing, and print- 
ing. Several Linux boxes can also be "clus- 
tered" together to create cheaply a mach- 
ine with the power of a supercomputer. 

Linux has yet to have much impact in 
the highest echelons of business comput- 
ing: telecoms-billing systems, airline-res- 
ervation systems, and so on. But it is ad- 
vancing steadily. Once limited to dotcoms, 
it is now used by such firms as Merrill 
Lynch, Verizon and Boeing. "2001 was the 
year of interest, 2002 the year of pilot pro- 
jects, and 2003 is the year of deployment,” 
says Avery Lyford of Linuxcare, whose 
software simplifies the adoption of Linux 
by big firms. A recent report by Gartner, a 
consultancy, says that “businesses are 
coming to regard Linux as a worthy alter- 
native to Unix and Windows.” 

The main loser (so far) as Linux ad- 
vances is Sun Microsystems, one of the 
largest server vendors. Its Solaris software 
is generally deemed to be the most capable 
flavour of Unix, the family of powerful op- 
erating systems used in servers. But for 
many applications, Solaris is overkill, and 
Linux, a less capable flavour of Unix, is 
good enough. Many people who would 
once have bought expensive Sun boxes 
running Solaris are now running Linux on 
cheap, PC-like machines instead. 

This has forced Sun to embrace the 
technology that threatens its existence. 
Last year, Sun launched its first Linux- 
based server. After several zigzags, it has 
now decided on its Linux strategy. As well 


as offering cheap boxes running Linux 
alongside its more powerful Solaris-based 
ones, Sun will include its server software 
with both Linux and Solaris, to make its Li- 
nux boxes more attractive and to allow us- 
ers to "trade up" to Solaris. Even so, many 
in the industry believe that, thanks to Li- 
nux, Sun is doomed. 

The clearest winner is IBM, closely fol- 
lowed by Hewlett-Packard (HP) and Dell, 
each of which has done well selling Linux 
servers. IBM embraced Linux in 1999, and 
now Offers it across its entire range, from 
lowly pcs to mighty mainframes. Linux 
has also boosted 1BM's mainframe busi- 
ness, since a single mainframe can be set 
up to behave like dozens of small Linux 
servers. Firms with mainframes have thus 
been able to scrap entire rooms full of 
Unix servers, such as those made by Sun. 

Linux also provides something IBM 
has wanted for years: an operating system 
that unifies its otherwise baffling product 
lines. Indeed, notes Art Olbert, an ex-IBM 
employee now at Linuxcare, Linux 
strengthens the hand of those firms that 
champion technological diversity, such as 
IBM and HP, and undermines firms that 
push their own technology at the expense 
of all others, such as Sun—and Microsoft. 


Wiping Windows 

So is Microsoft about to be destroyed by Li- 
nux? Not yet. Microsoft's influence stems 
from the dominance of its Windows op- 
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erating system, which runs over 90% of the 
world's desktop computers. But as Win- 
dows becomes more powerful, it has been 
advancing into the server market, since 
PClike servers running Windows are 
cheaper than Unix boxes. The problem for 
Microsoft is that Linux boxes are cheaper 
still. Microsoft disputes this, pointing to a 
company-funded study which found that 
over several years Linux servers were no 
cheaper to run than Windows servers, 
largely because Linux experts demand 
higher wages. But many companies, par- 
ticularly those with Unix folk already on 
the payroll, have found that switching 
from Windows to Linux saves money. 

Furthermore, Windows is the preferred 
target for computer viruses. Servers run- 
ning Linux are generally more secure. Mi- 
crosoft now offers a cheap version of its 
Windows Server software specifically for 
use on web servers, to compete better with 
Linux. It is also making the Windows 
source-code available to governments for 
scrutiny. Many governments like Linux 
because it can cut costs and avoid vendor 
lock-in, and because they see open-source 
software as more trustworthy. 

The most likely outcome is that custom- 
ers will face a choice between Linux, 
which is cheap and cheerful, and Win- 
dows, which offers more bells and whis- 
tles, is tightly integrated with other Micro- 
soft products and is easier for unskilled 
staff to use, but costs more. In short, Micro- 
soft will be not so much a loser from Linux 
as less of a winner. In the server market at 
least, Linux is providing Microsoft with 
some much-needed competition. 

This explains Microsoft's strangest re- 
sponse to Linux: its doom-laden warnings 
that Linux and other open-source software 
will destroy the commercial industry en- 
tirely. According to Craig Mundie, Micro- 
soft's chief technical officer, as the open- 
source movement grows, it will get better 
at producing free clones of commercial 
software. The best-known examples after 
Linux are Apache, an open-source web- 
server, and MySQL, an open-source data- 
base. Such products reduce the incentive 
for commercial firms to innovate; so the in- 
dustry will stagnate and then collapse. 

This echoes arguments made by drug 
firms against makers of generic drugs. 
(Never mind that innovation in software 
tends to occur in universities and start-ups, 
not big firms.) Microsoft is advancing it 
through a lobby group, the Initiative for 
Software Choice, hoping to dissuade gov- 
ernments from using open-source soft- 
ware. Steve Ballmer, the firm’s chief execu- 
tive, calls open-source software a “cancer”. 
Only in Mr Mundie's nightmare scenario 
would Linux and other open-source soft- 
ware wipe Microsoft from the face of the 
earth. Mr Ellison's prediction might then 
come true, but with a drawback: his own 
firm, Oracle, would be wiped outtoo. m 
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Face value | Corporate Governance Mom 


Nell Minow thinks that America's bosses still need better parenting 





E A recent speech, Nell Minow told a story that sums up her 
two careers. She once wrote an online advice column, as the 
“Movie Mom". One parent wrote to say, “My two-and-a-half- 
year old knows how to work the vcr. Even when tell her not to, 
she still does. What should I do?" Ms Minow replied sternly, 
"Someone has to be the grown-up, and you lose...If you can't 
make the rules in your house, you're going to have a much bigger 
problem than videos." That day, she went on, she had come 
across an employment contract giving a chief executive below- 
market-price options worth $20m, plus free first-class travel for 
his family, mother included, to visit him each month. Global 
Crossing's contract was so “shockingly terrible" that it was like 
getting a letter from the board saying "Dear Corporate Gover- 
nance Mom, I tell the ceo that pay and performance should be 
linked, but he says no. What should I do?" And she wrote back, 
"Someone has to be the grown-up, and you lose..." 

Thisis a good time to be a corporate moralist. When she is not 
reviewing films for Yahoo!, Ms Minow's stock-in-trade is point- 
ing out bad behaviour in the boardroom. Sharp, articulate and 
angry, she deplores the greed of chief executives and the spine- 
less response of compensation committees, as editor of The Cor- 
porate Library, an online database of company information. 
Some of the reforms she has supported may soon become stock- 
market listing rules. Does she see this as a moment of triumph? 

Not yet. Even at the scandal-ridden companies of the past 
year, the clean-up team does not always seem to have learnt les- 
sons, she points out. Tyco, for instance, has made some gover- 
nance reforms, but it has refused to replace the audit firm that 
failed to uncover massive abuses by its former chief executive or 
to give up its Bermuda domicile, which insulates it from share- 
holder litigation and so genuine accountability. At WorldCom, 
where Michael Capellas was brought in to clean up the mess left 
by Bernie Ebbers, the bankruptcy court vetoed his proposed 
compensation package as "grossly excessive". 

One test will be what happens to executive compensation. If 
governance has improved, surely bosses' pay should mirror per- 
formance-and thus, like share prices and profits, be lower on av- 
erage this year. In fact, an analysis by the Investor Responsibility 
Research Centre of the 2002 packages of 180 chief executives 


(none of them new recruits) from the 1,500 largest s&e compa- 
nies finds that the median salary rose by 9%, the median cash bo- 
nus by 24% and the median value of awards of restricted stock by 
almost 20% over 2001 levels. The median number of share op- 
tions granted rose by 7.5%, and both the value of options held 
and the median value of options exercised held steady. 

True, these results mainly reflect policies set at the start of 
2002, before public outrage against corporate excesses really got 
going. But there are ominous signs: at Sprint, the board is buying 
Gary Forsee from BellSouth for $14.5m in restricted stock and a 
guaranteed bonus—“my favourite oxymoron,” says Ms Minow, 
who reckons that boards still pay bosses big rewards with little 
regard for performance. “The less variability the candidate is 
willing to take on in the pay package, the less suitable he is for the 
job, especially in a turnaround situation,” she says. Boards are 
bad at saying no to chief executives, who in effect set their own 
pay. “The overwhelming advantage the CEO has in selecting ‘his’ 
directors” remains a formidable obstacle. 


Where are the shareholders? 

Still, there are hopeful signs. There will, she thinks, be more turn- 
over in the boardroom in the next year than in the past ten—and 
“the new crowd will do better, or at least if they don't, they won't 
last long.” The Sarbanes-Oxley act does not alter much, she ar- 
gues, but the listing rules that the New York Stock Exchange is 
proposing may do. The requirement that directors meet regularly 
without the presence of the chief executive will be immensely 
beneficial. She is also keen on a new Securities and Exchange 
Commission rule that will eventually require the disclosure of 
money managers’ proxy votes and voting policies. 

But government has limited power to bring about gover- 
nance change. The answer, argues Ms Minow, lies in the market: 
the government's job ought to be to remove obstacles that pre- 
vent the market from working and stop shareholders exercising 
their power. Such a view is not surprising, given her background: 
she has worked since 1986 with Bob Monks, one of America's 
best-known champions of better corporate governance, setting 
up Institutional Shareholder Services, which advises big institu- 
tions on casting proxy votes. The Corporate Library has built up 
a wealth of data on executive pay and contracts, and a database 
of the myriad ways in which directors are connected, rather than 
independent. It is now establishing a rating system for good gov- 
ernance, to be launched soon, on the theory that directors will 
care about the stigma of a bad grade. 

Maybe they will. Certainly, shareholders are more assertive 
at this year's annual meetings than they have been for a long 
time. Taking the lead, as ever, is Calpers, California's state pen- 
sion fund, which is urging General Electric's shareholders to de- 
mand that its executives' share options be performance-related. 
Shell's shareholders have threatened a revolt over boardroom 
pay. Shareholders at Hewlett-Packard's annual meeting kicked 
up a stink about a plan for generous severance packages for se- 
nior executives. And some technology companies are restricting 
the use of share options, in response to grumbles from investors. 

Yet the worry is that, even after all the corporate scandals, so 
few shareholder resolutions are likely to succeed. Too many 
shareholders are content to let bosses remain largely unaccount- 
able—the investing equivalent of leaving the kids in front of the 
TV while you go to the pub. If only more shareholders shared Ms 
Minow's robust approach to corporate parenting. 8 
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The bigger threat still lurking 


WASHINGTON, DC 


There is plenty to worry about even after the conflict in Iraq is ended 


TOCKMARKETS could not resist a brief 

cheer at the beginning of the week, as 
American troops reached the centre of 
Baghdad and a military victory in Iraq 
seemed near. On April 7th the main mar- 
kets in America and Europe rose sharply. 
But then they had second thoughts. Next 
day, most of the gains were clawed back. 
Even as the uncertainty of war dissipated, 
investors could see more starkly that the 
outlook for the world economy remains 
far from cheery. 

The good economic news is largely 
about what did not happen. In particular, 
Iraq's oilfields were not systematically 
torched. Nightmare scenarios had envis- 
aged oil at $50 a barrel or more for months, 
easily enough to tip the global economy 
into recession. In fact, oil prices have fallen 
by more than 30% over the past month, 
down from a peak of nearly $40 a barrel in 
the weeks before the war to around $25 
now. With coalition troops in control of 
the southern oilfields—which account for 
60% of Iraq's production—a prolonged oil 
shock is no longer a worry. 

Rather the contrary, in fact. With Ven- 
ezuela's oil production returning to nor- 
mal and Saudi Arabia still pumping furi- 
ously, the president of oPrc, the oil 
producers' cartel, fretted publicly this 
week about an oil glut and a price collapse. 
That seems unlikely though, since Iraq's 


oilis sure to be slow to come on stream. 

The bad news is that the world econ- 
omy was extremely weak when the Iraq 
war started. In all the world's big econo- 
mies, the most recent statistics have shown 
little but gloom. America's manufacturing 
activity index saw its biggest monthly 
drop since November 2001, with employ- 
ers eliminating 108,000 jobs in March, 
after shedding 357,000 in February. Al- 
though some of this drop was due to the 
call-up of military reservists, the numbers 
were worse than analysts had expected. 

In Europe, the news has, if anything, 
been even grimmer. In Germany, the latest 
figures show slumping business confi- 
dence, falling industrial production and 
gloomy consumers. In France, consumer 
confidence in March fell to its lowest level 
since 1996. The European Commission 
said in its spring forecast this week that the 
prospects for the Eu "remain bleak in the 
very short term." 


The optimists' case 

Alan Greenspan, chairman of the Federal 
Reserve, has been a prominent optimist in 
America, arguing that once geopolitical 
uncertainties diminish, the economy is 
poised for renewed growth. At its March 
meeting, the Fed's monetary-policy com- 
mittee decided not to cut interest rates, 
claiming that the hesitancy of the expan- 
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sion "appears to owe importantly" to oil- 
price premiums and war jitters. Many an- 
alysts agree and expect a robust post-war 
rebound. The most bullish among them 
see America's annual GDP growth rate 
more than doubling, to 4.5%, in the second 
half of the year. 

The financial markets lend the opti- 
mists some support. The Dow Jones Indus- 
trial Average has risen by more than 10% 
since the war began, while in Europe the 
gains have been even bigger (see chart 1 on 
next page). Put together higher share prices 
and lower oil prices, argue the optimists, 
and you have the right ingredients for a re- 
bound. Many claim the early evidence is 
already at hand. Consumer confidence, for 
example, rose in America in late March. 

But many others are not convinced. The 
International Monetary Fund, in its World 
Economic Outlook published on April 9th 
ahead of this weekend's meetings of G7 fi- 
nance ministers and the IMF, is among 
them. Even with a quick victory in Iraq, the 
IMF expects below-trend GDP growth in 
the world's big economies for the rest of 
this year. America's GDP, it reckons, will 
rise by only 2.2% in 2003. Europe's perfor- 
mance will be even more lacklustre, while 
Japan's GDP will rise by a mere 0.8% (see 
chart 2 on next page). The European Com- 
mission's forecast is that growth in the 
euro area this year will be only 1%, dragged 
down by Germany's puny 0.4%. 

Stephen Roach of Morgan Stanley, Wall 
Street's biggest bear, is more downbeat 
still. Even with a quick victory in Iraq, he 
reckons the world economy is on the brink 
of another recession. The pessimists' logic 
is simple. A quick military victory in Iraq 
will not be enough to assure a global recov- 
ery, because war-related jitters are not the 
only problem. A host of structural chal- » 


> lenges—particularly the continued hang- 
over of the 1990s bubble—leaves the world 
economy extraordinarily vulnerable. And 
the spread of the new disease sars has 
only increased the risks, especially in Asia. 

In the short term, the biggest test—for 
both pessimists ; reus RE in 






eng of the world economy. 

— America’s corporate sector has made a 
massive adjustment since the bubble's col- 
lapse. After growing by an annual average 
of 1096 in real terms between 1996 and 
2000, investment fell by 5.5% a year in 
2001 and 2002. Despite this dramatic belt- 
tightening, however, there are signs that 
more remains to be done. Traditionally, 
the corporate sector runs a small financial 
surplus at the end of a recession or early in 
a recovery, but American companies are 
still in deficit. And, despite falling invest- 
ment, America's capacity utilisation is 
close to its record low. Both factors suggest 
that a sustained increase in investment 
could be some way off. 

A bigger problem is America's consum- 
ers. They have adjusted far less than com- 
panies have to the bubble's collapse. Al- 
though the saving rate has risen, 
Americans have continued to spend by 
tapping into housing wealth through 
mortgage refinancing. With house prices 
and mortgage rates flatter, that process is 
slowing down. 

If house prices were to wobble, the out- 
look would be far worse. An analysis in 
the World Economic Outlook points out 
that 40% of house-price booms are fol- 
lowed by busts, and that these busts cause 
twice as much economic damage as stock- 
market collapses. Whether America has a 
property bubble is hotly disputed. Mr 
Greenspan suggests that it does not, argu- 
ing that there is no national housing mar- 
ket in America, and no sign of excess sup- 
ply. Nonetheless, America’s house prices, 
on average, have risen by 28% in real terms 
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since 1996. 

Offsetting the gloom is the fact that 
American economic policy has already 
cushioned the pain of post-bubble adjust- 
ment, and looks likely to continue to do so. 
Short-term interest rates are 1.25% and, de- 
spite Mr Greenspan's optimism, nobody 
doubts that the Fed will do more if the 
economy falters. Fiscal policy has been 
dramatically loosened, with both lower 
taxes and higher spending. In 2002, federal 
fiscal stimulus was worth 2% of GDP. 

Further stimulus is likely this year. The 
IMF expects America's budget deficit to be 
4.6% of GDP, up from 3.6% in 2002, though 
some of this expansion is offset by tighten- 
ing elsewhere as cash-strapped states are 
forced to balance their budgets. This week, 
both houses of Congress approved nearly 
$80 billion of extra spending for the war 
and homeland security. And, despite cur- 
rent wrangling in Congress, further tax 
cuts are also expected. 


Europe’s head in the sand 

Europe faces many of the same problems 
as America, but with a much less accom- 
modating economic policy. Conventional 
wisdom has long held that Europe would 
avoid most of America’s post-bubble fail- 
out because far fewer Europeans own 
That sanguine attitude looks 
increasingly wrong. 

Investment in Europe has been con- 
tracting since the middle of 2000, and Eu- 
rope’s bank-dominated financial system 
may be exacerbating the post-bubble 


: hangover. In Germany especially, bank 


profits are weak, corporate insolvencies 
are surging, and falling equity prices have 
eroded banks’ reserves. An IMF analysis 
suggests that these factors are heightening 
banks’ risk aversion and undercutting the 
credit process, a tale that bears some simi- 
larity to Japan's. Add to this the fact that la- 
bour and product markets are still too 
rigid, and it is small wonder that the out- 
look for Europe is grim. 

Moreover, policymakers are much less 
helpful than in America in easing the ad- 
justment. Although Germany’s govern- 
ment recently announced plans to cut job 
protection and improve work incentives, 
the overall pace of deregulation has been 
snail-like. With central bankers obsessed 
by fears of inflation, monetary loosening 
has been too little and too late. The Euro- 
pean Central Bank cut rates to 2.5% in 
March, but failed to cut them again last 
week, despite a fresh barrage of gloomy 
figures. Fiscal policy is no better, ham- 
strung in the euro area by the strictures of 
the stability and growth pact. Germany, 
for instance, is cutting spending and rais- 
ing taxes, even as its economy weakens. 

European economies outside the euro 
area have been doing rather better than 
those within it. The commission is fore- 
casting growth in 2003 of 2.2% for the Brit- 





ish economy, which it says has performed 
*rather well" of late. Gordon Brown, the 
chancellor of the exchequer, produced à 
budget this week that promises a stimula- 
tory rise in public borrowing over the next 
two years. 

In Japan, policymakers' inability to 
deal with the consequences of a burst bub- 
ble is nothing new. But the outlook there 
is, if anything, deteriorating. The spurt at 
the end of 2002—when Japan's was one of 
the fastest-growing rich economies—has 
proved transitory. Domestic consumption 
has weakened sharply. After four consecu- 
tive years of falling prices, deflationary 
expectations are deeply entrenched. 

A new, and unexpected, dollop of 
gloom comes from the rest of Asia. With 
overall cp» growth of 6% last year, Asia's 
economies, excluding Japan, were a rare 
bright spot. Unfortunately, the SARS out- 
break could dull that growth this year. In 
Singapore and Hong Kong, the effect has 
already been dramatic. Hong Kong's retail 
sales, for instance, fell by 50% in March. 
Based on a 60% reduction in tourism over 
the next three months, and a return to nor- 
mal thereafter, analysts at Morgan Stanley 
have revised down projections for Asian 
growth this year from 5% to 4.6%. 

Add all these pieces together and the 
conclusion is clear. World economic 
growth this year will be modest at best and 
will be driven—yet again—by the engine of 
America. While helpful in the short term, 
this continued reliance on America is per- 
haps the biggest reason to fret. For it means 
that the American current-account deficit, 
already above 5% of Gp», will rise. A def- 
cit of 7-8% of cpr within the next few 
years no longer looks outlandish. 

An external deficit on that scale is not 
sustainable. Yet no other economic area 
looks capable of taking over from America 
as an engine of global growth. Until that 
changes, any reduction in America's defi- 
cit will spell a weaker world economy. 
Long after the war has ended, that threat 
willlurk in the background. @ 


POVERTY AFFECTS THE LIVES OF 





FOOTBALL PLAYERS 


What's more surprising: the fact that we now live in a world where almost a quarter of the 
population live in absolute poverty? Or the fact that for the first time ever, we possess the wealth, 
technology and knowledge to create a poverty free world in less than a generation? 

Ronaldo and Zidane are supporting educational activities in Kosovo and Albania as part of the 
UNDP "Teams to End Poverty" campaign, in order to help halve poverty by 2015 — one of the 
"Millennium Development Goals" set by the world's leaders at the UN. Improving access to education 
is one way we can end poverty. Educational programmes and vocational training will make it easier to 
create and find jobs, improve health care, farming and trade, as well as developing opportunities for 
men, women and children. 

We're closer to ending world poverty than you might think. Find out how you, 
your company or organization can make a difference by contacting UNDP, the UN's global development 
network, or by logging onto www.TeamsToEndPoverty.org. 


Everyone will be richer without poverty. 


United Nations Development Programme 


UNDP, PALAIS DES NATIONS, CH-1211 GENEVA 10, SWITZERLAND 
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The impossibility of making whole 
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Is a fireman’s life worth less than a banker's? America weighs compensation for 
victims of the September 11th 2001 attacks on New York and Washington 


N THE desperate days after the collapse 

of the World Trade Centre and the attack 
on the Pentagon, America's Congress en- 
acted an emergency compensation plan. 
This would not only recompense victims 
of the attacks but also spare America's air- 
lines litigation costs, likely far to exceed 
their insurance cover. The price tag is not 
yet known, but it will certainly run to bil- 
lions of dollars. However, the plan has al- 
ready raised many questions about how to 
compensate victims of such attacks. On 
April 14th it will be challenged in a federal 
court in lower Manhattan, not far from 
where the twin towers stood. 

During the year that the victims' com- 
pensation fund has been in existence, it 
has settled 202 claims, averaging $1.4m, in 
respect of those who died. The largest pay- 
ment has been $6m; the smallest, 
$250,000. Another 1,300 claims have been 
submitted, so that half the 3,100 deaths 
stemming from the catastrophe have been 
resolved or soon will be. By the measure of 
"normal" aeroplane crashes, which can 
take more than a decade to resolve, this is 
an extraordinary success. 

Even so, the approach followed by the 
fund is controversial. The wide variation 
in payments has caused a predictable out- 
cry. Why, ask newspaper editorials, 
should the lives of firefighters and police 
officers be worth less than those of bank- 
ers? Yetthe challengesto the plan are being 
brought by the families of the wealthiest 


victims, whose lifetime earnings would 
have been colossal. The settlement, they 
say, does not give them enough. 

The fund has tried to meld the notions 
of private tort law, used in common insur- 
ance cases, which seeks to “make victims 
whole" and to discourage future incidents 
by placing a cost on harm, with the quite 
different ideas that motivate government 
help, namely the financial needs of the re- 
cipient and the desire to minimise the dis- 
parity between rich and poor. Total pay- 
ments are limited only by the discretion of 
the fund's administrator, a special arbi- 
trator appointed by the government. 

Traditionally, victims have no right to 
recover damages from the government, 
even if it is at fault. After other terrorist at- 
tacks-the bombings of a federal building 
in Oklahoma City, two American embas- 
sies in Africa and, in 1993, of the World 
Trade Centre itself—government played 
only a minimal role in trying to compen- 
sate the bereaved. Efforts to include these 
earlier events in the new fund gained mo- 
mentum early last year, but have since 
faded, probably for good. 

The treatment of the victims of Septem- 
ber 11th is also quite different from that of 
soldiers in war. Members of America's 
armed forces pay $20 a month for life-in- 
surance polices paying out $250,000 in the 
event of their deaths. Widows and widow- 
ers also receive $948 a month; each child 
gets $237. This indemnification has been 
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steadily increased, reaching its present 
level last year, but still pales next to many 
of the World Trade Centre settlements. 

There were any number of ways a Sep- 
tember 11th compensation scheme could 
have been designed, notes George Priest, a 
professor at Yale Law School. In the cir- 
cumstances there was a good argument for 
paying the same for each person who died, 
roughly in line with the policy used by the 
armed forces. In tort actions, something 
would be lost by doing this: damages that, 
in effect, place a high price on individual 
deaths can deter defendants from repeat- 
ing their behaviour. In this instance, how- 
ever, this is irrelevant. The American gov- 
ernment, not the perpetrators of the 
attacks, is picking up the bill. 


All things to all men 

However, the September 11th compensa- 
tion plan is also a substitute for lawsuits 
against airlines, the World Trade Centre's 
owners and others, such as providers of 
security at Boston's Logan airport, where 
some of the terrorists boarded. Given the 
state of these battered companies, it was a 
compelling offer for the claimants, as well 
as the government, which wanted to put 
litigation to rest. 

As a result, the compensation plan has 
taken on the kind of liability-based cal- 
culations that would normally be used 
after an airline disaster. Congress autho- 
rised the use of the normal methodology 
in such cases, which takes into account 
economic damage (meaning the loss of fu- 
ture earnings) and non-economic damage 
(suffering, including the "loss of enjoy- 
ment of life"). Inevitably, such a scheme 
gives wealthier victims more than the 
poor. But whereas air-crash settlements 
are usually thrashed out in secrecy, any- 
thing involving September 11th has re- 
ceived minute scrutiny. The outrage that » 






» has followed is no surprise. 

In response, the special arbitrator, Ken- 
neth Feinberg, has limited settlements for 
richer victims. According to generally ac- 
cepted formulae, these could have ex- 
ceeded $10m, given the earnings of many 
working in the World Trade Centre. These 
same formulae could have pushed sums at 
the bottom end below $250,000, the mini- 
mum paid so far. Mr Feinberg has departed 
from these calculations by including in his 
figures a determination of “need”, a fuzzy 
concept that is neither part of tort law nor 
mentioned in the act that created the fund. 


Feinberg’s fine calculations 

To produce his results, Mr Feinberg has 
been cagey about the formula he has used 
in high-end cases, and has seemed tight- 
fisted. Beneficiaries of the wealthiest vic- 
tims have consequently been irate. All of 
the litigants against the plan are challeng- 
ing impediments to higher settlements. Al- 
though only three cases have been filed, 
lawyers for many other victims are wait- 


ruling is expected soon, allowing for an 
(inevitable) appeal and then a decision by 
December 21st, the deadline for participa- 
tion in the fund. 

As this litigation plays out, another lot 
has begun. Only people who were at the 


World Trade Centre within 12 hours of the 


plane crash and given medical care within 
72 hours qualify for the fund. This excludes 
many rescue workers who spent days in 
the swirling fires and toxic fumes of the 
wrecked building and who now have a 
hard time breathing. Efforts have been 
made to extend the acceptance period, so 
far without success. 

New York City has asked the federal 
government for retrospective insurance to 
cover these workers and has similarly 
come up empty. There are thought to be 
more than 1,000 claims. The workers are 
already suing the city. Maybe they should 
threaten to sue an airline too. In any case, 
will such people be better cared for if 
(heaven forbid) disaster strikes again? m 





Punitive damages 


Rule by numbers 


BOSTON 


A decision by the Supreme Court pleases companies, if not purists 


merica's Supreme Court struck a blow 
for common sense on April 7th. In 
throwing out a stratospheric punitive- 
damages award by a Utah court against an 
insurance company, the justices put an 
end to some of their nightmares about 
telephone-number jury verdicts. But some 
lawyers are not so happy. "Defensible or 
not," lamented Laurence Tribe, a Harvard 
law professor who argued for the plaintiff 
before the Supreme Court, "the court's fas- 
cination, not to say obsession, with the 
‘number theory’ of punitive damages 
seems here to stay.” 

Courts award punitive damages to pun- 
ish and deter reprehensible conduct by de- 
fendants, over and above compensation to 
wounded plaintiffs. In this case, the origi- 
nal court found that State Farm, an insurer, 
had refused in bad faith to settle a claim 
when one of its policyholders, Curtis 
Campbell, killed somebody in a car acci- 
dent. Mr Campbell won $1m in compensa- 
tion—and $145m in punitive damages. The 
insurance company, said the court, had en- 
gaged in a “pattern of trickery and deceit”, 
even though the plaintiff’s lawyers could 
find nobody else in Utah who had been 
similarly treated. 

The Supreme Court sent the case back 
to Utah with clear instructions that the pu- 
nitive damages should be cut to $1m or so. 


The decision also contained three guide- 
lines for future cases. First, the court said 
that “a defendant should be punished for 
the conduct that harmed the plaintiff, not 
for being an unsavoury individual or busi- 
ness.” Second, defendants should not be 
subject to excessive fines just because they 
are rich. Third came Mr Tribe’s “number 
theory”: the court noted that few awards 
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single-digit ratio between 
punitive and compensatory damages” 
would be constitutional. 

These are honeyed words to the ears of 
many companies. Last year the top 50 pu- 
nitive-damages awards totalled $32.6 bil- 
lion, up from $3.2 billion in 2001. The ratio 
of punitive to compensatory damages also 
climbed: in 2001 the median punitive 
award was 2.3 times the median compen- 
satory award; in 2002 it was 4.5 times. 

As these data show, most punitive- 
damages awards meet the Supreme 
Court's single-digit guideline already. But 
a handful of headline-grabbing verdicts, 
such as a $290m award in California 
against Ford, are now likely to be toppled. 
Ted Boutrous, a lawyer representing Ford, 
believes the State Farm ruling requires that 
the award against Ford be cut to at most 
$5m, to match the compensatory damages 
awarded by the trial court. 

Yet, although pleasing to corporate law- 
yers, the Supreme Court's guideline may 
restrict the ability of punitive-damages 
courts to promote economic efficiency. 
Economists such as Mitchell Polinsky, of 
Stanford Law School, and Steven Shavell, 
of Harvard Law School, argue that to deter 
harmful conduct, punitive damages 
should be equivalent to the amount of 
harm caused, multiplied by the inverse of 
the probability of detection. If, for exam- 
ple, a company is caught only every fifth 
time it pollutes a river, then when it is 
caught ajury fixing damages should multi- 
ply the value of harm done by five. If it 
awards less, the company will not be suffi- 
ciently deterred, because it does not face 
the full cost of its actions. 

The Supreme Court's single-digit rule 
may thus weaken deterrence in cases 
where a defendant is likely to be caught 
less than once in ten times. Is this a pro- 
blem in practice? Mr Shavell says it may 
not matter if, as he believes, “ratios larger 
than those in the single digits rarely fit the 
facts." Other academics at the interstices 
of law and economics have conducted 
studies showing that juries cannot calcu- 
late effective deterrence: estimating the 
risk of detection is a pretty tall order. Mr 
Shavell argues that the single-digit rule 
could stop juries returning “completely ir- 
responsible verdicts" based on moral intu- 
itions about corporate wealth and sin. 

Not everybody believes that the Su- 
preme Court has closed the door on large 
verdicts, irresponsible or otherwise. Mr 
Tribe believes that juries may still impose 
hefty fines on defendants in egregious 
cases. Robert Peck of the Association of 
Trial Lawyers of America says that the sin- 
gle-digit guideline does not apply when 
plaintiffs have been bereaved or injured. If 
the courts agree with him, tobacco, asbes- 
tos, medical-malpractice and product-i- 
ability suits would all be unaffected. The 
gold mine may not be exhausted yet. m 
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Fund management in Britain 


Unbundling 


Britain’s regulator wants less cosiness 
between fund managers and brokers 


HEN Paul Myners resigned as head 

of Gartmore, a British fund manager, 
his wife was not happy. One of the joys of 
his job as chief executive had been trips to 
the opera at Glyndebourne. These were 
paid for by stockbrokers in the hope that 
Gartmore would channel business in their 
direction, a practice known as “softing”. 
But these annual expeditions came to an 
end after Mr Myners left Gartmore in order 
to become the Treasury’s chief investigator 
into the murky workings of institutional 
fund management. 

When Mr Myners published his review 
of institutional money-management in 
March 2001, only two pages of his bulky 
report discussed broking commissions. Yet 
they became the most hotly debated of his 
recommendations. He proposed an end to 
soft commissions, a relic of the old-school- 
tie days of the City of London. These in- 
clude not only fripperies such as trips to 
the opera but also more professional in- 
ducements such as provision of research 
and Reuters or Bloomberg terminals. 

Much more radically, Mr Myners rec- 
ommended the introduction of an all-in- 
clusive fee for fund management, instead 
of a basic 1-2% of assets under manage- 
ment, plus a fee supposedly covering trad- 
ing. In reality, this second charge also cov- 
ers such extras as research and access to 
analysts. A simple fee, said Mr Myners, 
would give fund managers an incentive to 
buy only whatis strictly necessary. 

The Financial Services Authority (FSA), 
Britain’s regulator, agrees with Mr Myners 
that present practices hurt investors, but it 
stops short of endorsing all his recommen- 
dations. In a consultation paper published 
on April 7th, the regulator calls for soft 
commissions largely to cease. It also wants 
to make fund managers itemise services 
they buy on top of dealing, and to get them 
approved by clients. 

At present, fund managers do not un- 
bundle their charges in this way. Accord- 
ing to FSA estimates, as much as 40% of the 
£2.3 billion ($3.5 billion) paid in commis- 
sions by fund managers to brokers in 2000 
was spent on services other than the exe- 
cution of trades. About £160m went on 
soft commissions back to the fund manag- 
ers, of which more than half was spent on 
Reuters or Bloomberg terminals. As the 
cost was directly passed to clients, fund 
managers over-bought market services. 
OXERA, the consultancy that provided the 
research underpinning the FSA paper, esti- 


No more soft drinks at Glyndebourne 


mates that a reduction in the consumption 
of market information by 3% would save 
British fund managers £2.8m per year. 

The FSA shied away from proposing a 
ban on bundling, because there is some 
evidence that it has economic benefits. 
There can be economies of scope in bun- 
dled services, and transactions costs may 
be lower when services are bought from a 
single supplier. Yet the regulator concludes 
that these benefits are “unlikely to be real- 
ised, or may not be significant.” 

Gartmore is already experimenting 
with unbundling. The fund manager 
struck deals with Merrill Lynch and Gold- 
man Sachs last week whereby Gartmore 
will pay separately for everything but trad- 
ing costs. "It took six months to put into 








place because we had to sort out tax, sys- 
tems and legal questions," says Barry Mar- 
shall, Gartmore's chief operating officer. 
Yet once up and running, such arrange- 
ments will be fairly easy to extend. 

The rFsA's recommendations, if imple- 
mented, could change the structure of Brit- 


ain's fund-management industry. Mr 
Myners and Mr Marshall think six to ten 
market-makers executing trades would 
dominate the market. At the same time, in- 
dependent research boutiques would pro- 
liferate. The losers could be smaller brok- 
ing firms and fund managers, Reuters and 
Bloomberg-and, yes, opera venues. Mrs 
Myners, however, is once again a guest at 
Glyndebourne. Her husband has become 
one of its trustees. B 





European clearing and settlement 


The American dream 


Muddled plans to lower the cost of cross-border securities deals 


HERE are, according to a report pub- 

lished in 2001, no fewer than 15 barriers 
to the efficient clearing and settling of se- 
curities across national boundaries in the 
European Union. That makes cross-border 
dealing in the EU expensive, and frustrates 
the dream of a pan-European capital mar- 
ket to rival America’s. 

European lawmakers are mulling new 
proposals from the Giovannini committee, 
which totted up those 15 barriers, to elimi- 
nate them over the next three years. This is 
ambitious stuff, because the barriers in- 
clude mismatches in corporate law, taxes 


and information-technology platforms, as 
well as straight protection. To add to the 
complications, ten new EU members will 
join the fray next year. 

The European Commission is expected 
to respond to the proposals in June. It may 
even issue a special clearing-and-settle- 
ment directive. Market practitioners are 
understandably sceptical about the likeli- 
hood of progress. Yet there is a chance, at 
least, of a shift in the polarised attitudes on 
opposing sides in a complex, distorted yet 
fiercely contested business. 

Clearing and settlement is the unglam- » 
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* orous bit after equities or bonds are traded 
on an exchange. A clearing house ensures 
that buyer and seller have the cash and se- 
curities to do the deal; a securities deposi- 
tory settles the trade by moving the securi- 
ties from one account to another. This may 
sound dull, but itis the stuff of monopoly. 

Exchanges want to funnel as many 
trades as possible through their domestic 
clearing house and securities deposito- 
ries—especially if they own them, as dothe 
main stock exchanges in Germany, Italy 
and Spain. But they are being forced, by va- 
rious regulatory threats, to provide more 
open access—so that, in theory, a securities 
trade in one EU country can be cleared in 
another and settled in a third at no greater 
cost to the customer than a domestically 
cleared and settled trade. 

Last month the European Commission 
fingered Clearstream Banking Frankfurt, a 
settlement subsidiary of Deutsche Bórse, 
which runs the Frankfurt stockmarket, for 
apparently discriminating against Euro- 
clear, a Brussels-based, not-for-profit, se- 
curities depository, in settling registered 
equity trades. It seems that Clearstream's 
charges to Euroclear were on the high side. 

Euroclear itself is under attack by a 
group of banks, which accuses it of com- 
peting unfairly for cross-border securities 
services. One of the banks, BNP Paribas, 
protests that its own dominant position in 
settling cross-border trades in French equi- 
tiesis being undercut by a cross-subsidised 
unit of Euroclear. This is forcing Euroclear 
to be more transparent about its intra- 
group business. 

Deutsche Börse is a target because it has 
built a profitable domestic clearing-and- 
settlement “silo”. German securities 
traded on German exchanges must, by a 
quirk of German law, be settled in Ger- 
many. This may be beyond Deutsche 
Bórse's control, but its record is still not 
good. Last year virt-x, a small London- 
based electronic exchange which trades 
Swiss and other European stocks, was re- 
fused access to Clearstream. 

The (new) Giovannini report does not 
dare to join the debate over whether na- 
tional silos are better or worse than the 
"horizontal" model favoured by the Lon- 
don Stock Exchange (LsE). In this system 
the exchange, clearing house and deposi- 
tory are separately owned. Preferably, the 
clearing house and depository are owned 
mutually by their users too. The debate is 
somewhat redundant, although long-frus- 
trated merger talks between anti-silo Lon- 
don Clearing House and Paris-based 
Clearnet may hinge on whether Clearnet 
ceases to be part of a continental silo. 

The Giovannini group recommends a 
mixture of market forces and regulation to 
create open access—whether to silos or 
horizontal systems. “It’s a business plan, 
not a blueprint," comments one analyst. 
But the timetable is unrealistic. Bear mar- 


kets have driven investors back to home- 
based securities anyway. In such condi- 
tions, domestic silos are probably more ef- 
ficient. Moreover, today's shrinking 
information-technology budgets will not 
stretch to developing pan-European 
compatibility. 

Real savings, on the other hand, are be- 
ing achieved by exchanges offering access 
to a central counterparty (CCP). The LsE 
has done this since 2001. Deutsche Bórse 
started last month. Others will follow. 
cops allow trading houses to net all their 
trades in one place, reducing counterparty 
risk and the use of regulatory capital. 

The dream of a pan-European cc» and 
settlement system, modelled on America’s 
Depositary Trust and Clearing Corpora- 
tion, is remote. Butit is espoused by the LSE 
and by the European Parliament’s Econ- 
omic and Monetary Affairs Committee. 
This body has urged the commission to 
study the American example—imposed by 
regulators—to see whether “such an ar- 
chitecture could be set up in Europe." m 


South Korea's ambitions 


Thinking big 


SEOUL 
Can Seoul become the financial centre 
of its boosters' dreams? 


IVE years ago, with South Korea's econ- 

omy in tatters, the idea that Seoul might 
have ambitions to become North-East 
Asia's top financial centre—the match, and 
more, of Shanghai or Tokyo—would have 
been risible. Now it no longer looks quite 
so daft. The financial wreckage has been 
cleared up remarkably swiftly and the 
economy is growing healthily again, by no 
less than 6% last year. 

For the past 18 months, a group, now 67 
strong, called the Seoul Financial Forum 
(SFF) has been working on plans to de- 
velop the South Korean capital as the re- 
gion's financial hub. At first it received only 
polite acknowledgment from political 
leaders. Now the country's new president, 
Roh Moo-hyun, says that its dream is one 
of the top 12 goals of his administration. A 
presidential commission is to be set up to 
oversee the project. 

The srr argues that North-East Asia, de- 
spite accounting for more than one-fifth of 
global Gpp, has no international financial 
centre to speak of. Hong Kong, it says, is too 
far south. So why not Seoul? Tucked be- 
tween China and Japan, South Korea is a 
biggish economy, is strong in information 
technology and has a highly educated 
workforce. Most important, its financial 
sector has been thoroughly restructured 
since the financial crisis of 1997-98. 








Domestic demand for sophisticated fi- 
nancial services is increasing, says the SFF, 
as the swelling group of 40- to 65-year-olds 
looks for ways to manage its savings. Fur- 
thermore, explains the srr's chairman, 
Kim Ki-hwan, the South Korean financial 
industry is already substantially interna- 
tionalised. In recent months foreigners 
have accounted for more than one-third of 
the market value of shares traded on the 
Seoul stockmarket. 

The srr thinks South Korea's main ri- 
val, Shanghai, is handicapped by commu- 
nism. Fair point: China's financial system 
is in a terrible mess. The lack of press free- 
dom, given the importance to financial 
markets of reliable information, is also a 
drawback. As for Tokyo, it is focused on Ja- 
pan's needs rather than those of the rest of 
Asia. The stagnation of the national econ- 
omy has weakened it. 

South Korea's push is understandable. 
Its once-strong manufacturing sector is be- 
ing fast overtaken by China's, and it is 
switching to more knowledge-based and 
service-oriented activities. A finance hub 
would suit its people's skills. Still, the task 
is a daunting one, especially because 
China hasits own plans for Shanghai. 

Seoul is not the first city to have such 
grand ideas. (Any hope that Frankfurt 
mightrival London now looks a little silly.) 
The South Koreans have a lot of work to do 
if they are to realise their ambition. A sur- 
vey last year of 1,700 managers in 71 For- 
tune 500 companies in Asia graded Seoul 
last among five cities (the others were 
Hong Kong, Shanghai, Singapore and To- 
kyo) in five of eight categories: globalisa- 
tion status, foreign-exchange controls, la- 
bour-market flexibility, work permits and 
immigration, and prestige. B 
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Measuring the economic effects of disease is eee but sr stra 





HEN economic crisis hit one Asian country after another 

in 1997, it was soon dubbed “Asian flu". No wonder: the fi- 
nancial trouble spread like a virus, ravaging the weak and bring- 
ing IMF experts running to prescribe treatment. Yet economics 
and epidemics are linked by more than mere analogy. An illness 
first detected in China, Severe Acute Respiratory Syndrome 
(SARS), is causing analysts to cut growth forecasts for Asian econ- 
omies. Joan Zheng of J.P. Morgan in Hong Kong predicts that the 
local economy will shrink in the first half of 2003, and grow by 
only 1.6% in the year. Before sars, she expected 3.2%. SARS has 
also dampened the bank's forecasts for China and Singapore. 

The main impact, so far, is on tourism. Few want to travel and 
risk catching SARS or being quarantined when they return. Con- 
sumer spending is also falling in Hong Kong and Singapore, as 
people shun public places such as department stores and restau- 
rants. Many workers in Hong Kong have stayed at home, raising 
fears that output and exports will be affected. All this comes on 
top of the medical costs of treating victims and implementing 
disease controls, which are unknown as yet. The full cost of the 
outbreak will depend on how long itlasts and how far it spreads. 
If everything clears up by June, thinks Ms Zheng, the economic 
effects will not linger into next year. However, Raymond Foo, of 
BNP Paribas Peregrine in Hong Kong, believes they might, as in- 
vestors come to see the city as a riskier place to do business. 

In the rogues gallery of human pestilence, SARs is so far a mi- 
nor character. Since the disease first surfaced in November, there 
have been more than 2,700 cases and 100 deaths, 90% of them in 
Asia. In both physical and economic terms, this is small beer 
compared with, say, Arps. And it is tiny compared with the 
Black Death (bubonic plague), which killed about one-quarter of 
Europe’s population in the 14th century. It is widely thought to 
have hastened the end of feudalism, by making labour scarce. 
That said, economic historians still argue about whether it made 
any appreciable difference to economic growth. 

Such assessments are hard to make even when epidemics 
have run their course. Compared with other catastrophes, such 
as war, the economics of disease outbreaks is remarkably under- 
researched. Maureen Lewis, a human-development economist 
at the World Bank, points out that apparently obvious microeco- 


nomic effects might not show up in macroeconomic data, or 

might yield misleading results. Perversely, a disease tt | 
millions of children and old people, for instanc 
rise in GDP per head, if those aged 15-45, the most ecor 
productive members of society, are still standing but there are l 
fewer people in total to share the wealth. | m 






A strange case of flu 

Even when prime earners are killed, economies can recover. The 
1918 flu epidemic, which killed 40m worldwide, may be a casein 
point—at any rate in America, where 675,000 perished. Elizabeth 
Brainerd, of Williams College, and Mark Siegler, of California. 
State University, Sacramento, have looked at its effects on the 
growth of income per head in America between 1919 and 1930*. 
Surprisingly, they find that (after allowing for other factors) the 
states with the highest death rates grew fastest. It seems that . 
these states suffered the most immediately after the epidemic— 
they had the highest business-failure rates between 1919 and 
1921—but then caught up. 

Evidence from arps, perhaps the most fearsome epidemic of 
our time, also shows how difficult it is to calculate the long-term 
economic effects of infectious outbreaks. One might expect to 
see a marked slowdown in the worst-hit countries, given its 
deadliness and its concentration among people in their prime. 
Yet most studies to date have shown an annual loss of around 1% 
in GDP per head: serious, but not catastrophic. The explanation 
seems to be that, by killing large numbers of people, AIDS is re- 
ducing population pressure on existing land and capital, thus 
raising labour productivity. 

However, Clive Bell and Hans Gersbach, both of the Univer- 
sity of Heidelberg, and Shanta Devarajan of the World Bank 
challenge this view. They have been modelling the impact of 
AIDS on human capital, the stock of knowledge and abilitiesin a 
population that fuels long-term economic growth. Arps affects- 
human capital in three ways. First, it kills society's most produc- 
tive people, young adults. Second, it kills parents, and so not 
only breaks the chain of transmission of knowledge through 
generations, but also reduces household incomes, so that chil- 
dren are less likely to go to school. In addition, the risk that chil- 
dren may become infected can reduce parents' interest in 
investing in their education. Third, less-educated children in turn 
will have less knowledge to pass on to their own offspring. 

The researchers analyse this scenario in an "overlapping gen- 
erations" model-a common theoretical device in which peo- | 
ple's lives are divided into discrete periods, in this case 
childhood and adulthood. Plugging in parameters that roughly 
reflect today's South African economy, they estimate that, in the 
absence of Arps, there would be modest economic growth and 
universal education within three generations. If nothing is done 
to combat the epidemic, however, the model predicts a complete | 
economic collapse within four generations. To avoid this, the | 
government needs to spend more both to treat the disease and to 
stop it spreading, and to keep children in school. arps has al- 
ready eroded the tax base. Without action, it will weaken it fur- 
ther, even as the costs of care for the sick and orphaned balloon. 
The moral, for sars as well as Arps, is that in both economics | 
and epidemics, prevention is better than cure. @ 
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* "The Economic Effects of the 1918 Influenza Epidemic”. Centre for Economic Policy 
Research, February 2003. http://www.cepr.org/pubs/dps/DP3791.asp 








Science and technology 


X 


The structure of the universe 


Seeing in the dark 


PHILADELPHIA 





A new computational model, unveiled at a meeting of the American Physical 
Society, finds that dark matter in the universe is highly organised 


P HYSICISTS often say that the universe 
has a way of making one feel marginal- 
ised. The earth is not the centre of the solar 
system, the sun is not an especially re- 
markable star and the galaxy that both in- 
habitis one of many. But earth, sun, galaxy 
and, indeed, humanity are all special in 
one way: the stuff they are made of is rare 
in the universe. The familiar matter that 
forms atoms accounts for only about 4% of 
the matter and energy thatis around. 

Most of the rest is something called 
“dark energy”, which is making the uni- 
verse expand at what appears to be an ac- 
celerating rate. Physicists have no idea 
whatitis. About a quarter, though, is “dark 
matter”. Physicists do not know what this 
is, either. But, as Chung-Pei Ma of the Uni- 
versity of California, Berkeley, told the 
American Physical Society, which held its 
annual meeting in Philadelphia this week, 
they do know where itis. 

This is not the result of a sighting of any 
of the mellifluously named particles com- 
monly thought to make up dark matter 
(neutralinos, sleptons and the like). Rather, 
it is the result of a series of precise com- 
putations. That might be cause for scepti- 
cism, but the physicists who filled Dr Ma’s 
talk to overflowing seem convinced she is 
correct. 

Dr Ma's calculation does not begin in a 
vacuum. Although dark matter, as its 


name suggests, cannot be seen directly, it 
does interact with "ordinary" matter 
through the force of gravity. The results of 
that interaction can be detected. Or, to put 
it more precisely, observations of the way 
the universe looks put constraints on the 
way that dark matter is distributed within 
it. That, in turn, restricts the theoreticians' 
room for manoeuvre as they try to work 
out what dark matter actually is. 


Shadow galaxies 
There are two main sources of constraint. 
The first is the cosmic microwave back- 
ground (CMB)—radiation left over from the 
Big Bang—which was recently surveyed in 
unprecedented detail by an American sat- 
ellite. “Hot dark matter”, so named be- 
cause it moves at speeds close to the speed 
of light, can account for only a small por- 
tion of the total—otherwise the CMB could 
not look as it does. This means that the re- 
cent discovery that neutrinos (notoriously 
elusive particles that move at almost the 
speed of light) have mass, is not as world- 
changing as it might at first have seemed. 
The second source of constraint is ob- 
servations of the modern universe. Galax- 
ies rotate faster than could be explained if 
they consisted only of matter that can be 
seen through telescopes. They would fly 
apart were it not for the gravitational influ- 
ence of dark matter. The universe is also 
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expanding more slowly than observations 
could explain without dark matter. 

And gravity not only shows that dark 
matter must be there. It also provides one 
of the explanations of why dark matter 
cannot be made of the same stuff—pro- 
tons, neutrons and electrons—that visible 
matter is. And we know this explanation 
to be true because of something called 
gravitational lensing. 

Gravitational lensing is a phenomenon 
that occurs because gravity, as Einstein 
showed, bends light. That means a heavy 
object such as a star, or even an entire gal- 
axy, can act like a lens, bending light from 
things behind it to a focal point in front of 
it. Such gravitational lenses have been 
seen many times. Indeed, they are used by 
astronomers as natural telescopes, since 
they sometimes provide glimpses of the 
most distant objects yet observed. How- 
ever, if the missing matter, even though 
dark, was of a normal type, many more 
gravitational lenses would be expected 
than have actually been observed. Be- 
cause such lenses are rare, the missing mat- 
ter must be of an exotic, but slow-moving 
type. Dr Ma's simulations fit this constraint 
toaT. 

Dr Ma simulated, in great detail, large 
amounts of dark matter. She did it by 
breaking her computer “universe” into 
grains, in the way that a weather-forecast- 
ing program breaks the atmosphere into 
cells. The grains (or cells) are treated as ho- 
mogenous units that interact with one an- 
other, so the accuracy of a model depends, 
among other things, on having cells that 
are as small as possible. Dark-matter simu- 
lations have been done in the past, but be- 
cause sufficient computing power has not 
been available until recently, these earlier 
simulations had grains that were the size » 
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> of thousands of galaxies. This, it turns out, Sexual selection populations of particular species had 


means that they were not merely insuff- 
ciently detailed, but just plain wrong. 

Dr Ma had a grain size that was as small 
as millions of times the size of the sun. 
When you are simulating the entire uni- 
verse, this is quite small. She set the condi- 
tions in her model to simulate those 
thought to have pertained just after the Big 
Bang, pressed the "start" button, and let 
things evolve. 

The dark matter settled into a pattern 
that resembles that of visible matter. It 
formed galaxies, and those galaxies 
formed chains billions of light-years 
across. Because the same results occurred 
using different computer programs, differ- 
ent parameters and, indeed, different com- 
puters, Dr Ma and her colleagues are confi- 
dent that this is not a computational 
artefact, but rather a real effect. 

Earlier theoretical predictions sug- 
gested that dark matter would merely 
form halos around normal galaxies. Dr 
Ma's results show that the structure is, in 
fact, much richer. Dark mini-galaxies, she 
says, abound. In an interesting mathemati- 
cal coincidence, these mini-galaxies move 
about in the simulation obeying the same 
equation that Einstein used to explain the 
motion of a particle in a gas. Einstein's ex- 
planation of Brownian motion, as the zig- 
zag motion of particles suspended in gas is 
known, was the first experimental evi- 
dence of the existence of molecules. So 
dark matter, although certainly strange, 
ends up behaving in rather similar ways to 
everyday substances. 

Attempts to account for the missing 
mass in the universe using normal matter 
supposed that MACHOs (Massive Com- 
pact Halo Objects) were the main compo- 
nent. These objects, small stars that failed 
to ignite, have been seen indirectly 
through gravitational lensing. But observa- 
tions fall short of the large number of MA- 
CHOs required to account for the missing 
mass. Despite their name, MACHOS can- 
not betoo big, or they would ignite as stars 
and no longer be dark. 

On the other hand, exotic cold dark 
matter can gather in large clumps without 
catching fire. Because the hypothesised 
particles of which such matter would be 
made are very massive (which explains 
why they have not yet been detected in 
particle accelerators), exotic matter would 
also be likely to be denser than cold nor- 
mal matter. Dr Ma's model predicts that 
individual clumps will be much less com- 
mon, which is why they have not been di- 
rectly seen by gravitational lensing. But ex- 
perimental efforts to use gravitational 
lensing as an astronomical tool are im- 
proving, so visual confirmation of the 
computer simulation may not be far off. 
Gradually, then, physicists are starting to 
switch the lights on in the darkest corners 
of the universe. = 


The cost of 
showing off 


Bird populations with flashier males 
are at higher risk of extinction 


ONSPICUOUS consumption has its 

price, at least in the avian world. For 
decades, biologists have presumed that 
the gaudy plumage sported by the males 
of many bird species must exact a toll. In- 
deed, one of the best theoretical explana- 
tions for the evolution of such plumage 
positively requires that it exact a toll: ac- 
cording to this model, the costs of gaudi- 
ness are an unfakeable signal to the oppo- 
site sex that an individual is otherwise fit 
and healthy. And there is a fair body of evi- 
dence to support the idea that males do, in- 
deed, suffer for their art by leading more 
perilous and shorter lives. 

A new twist to this tale has just been re- 
ported by Paul Doherty, of Colorado State 
University, and his colleagues. They have 
shown, in a paper recently published in 
the Proceedings of the National Academy of 
Sciences, that it is not only males who suf- 
fer the costs of luxuriant display. Instead, 
populations that have gaudy males seem 
to be at greater risk of local extinction than 
those of their dowdier cousins. 

Dr Doherty studied how bird popula- 
tions have changed in the continental Un- 
ited States and southern Canada over the 
course of 21 years, from 1975 to 1996. The 
data came from the North American 
Breeding Bird Survey (BBs), which is car- 
ried out each year by an army of volunteer 
bird-watchers who travel along predeter- 
mined routes, stopping at intervals and re- 
cording all the species that they can detect. 

Dr Doherty and his team combed the 
data collected by the BBs to find out how 


I've got a set of alloy wheels as well 


changed over the years. They picked 153 
species in which males and females sport 
different-coloured plumage (in such cases 
the maleis always the gaudier sex); and 185 
species for which male and female plum- 
age looks identical—at least, that is, to the 
human eye. 

The apparent absence of a species from 
a site during the three minutes that an ob- 
server from the BBs spends recording data 
at each place does not necessarily mean 
that it is not really there. This is because 
more colourful birds may just be easier to 
spot than dull ones. Statistical techniques 
must be used to correct these problems 
and estimate how often a recorded ab- 
sence from a site of a species previously 
found there is a genuine absence. But once 
the number-crunching has been done, it 
turns out that populations of species with 
gaudy males are 23% more likely to be- 
come extinct than are those of their more 
modestly feathered counterparts. 

Exactly why this should be the case re- 
mains unclear. Although gaudy males are 
at individual risk, that need not necessar- 
ily harm a population's prospects—par- 
ticularly if, asis often the case in such sexu- 
ally dimorphic birds, the male contributes 
little to the actual raising of the young. One 
possibility is that the drop in genetic diver- 
sity that happens if most females are mat- 
ing with the same handful of attractive 
males means that the whole population 
becomes vulnerable to new diseases. 

The good news for bird-watchers is that 
local extinction caused in this way is gen- 
erally temporary. Biology abhors a vac- 
uum as much as physics, and the ecologi- 
cal niches vacated by such extinctions are 
filled by migrants from elsewhere. The bad 
news, Dr Doherty fears, is that as natural 
habitat becomes fragmented by human 
activity, that might not be so easy in future. 
Being dull may thus be a good response to 
human intervention. 8 





72 Science and technology 
Wine 


A corking idea? 


The French (naturally) have developed 
anew way of eliminating cork taint 


LAME it on Dom Pérignon. In his quest 

for a way to contain the bubbles pro- 
duced during fermentation, and thus to 
make the wines from his monastery's 
vineyards in Champagne sparkle, he tried 
replacing traditional wooden bottle stop- 
pers with new-fangled cork ones. Had his 
influence not been so vast, people might 
never have known the meaning of cork 
taint-an off taste usually caused by con- 
taminated cork-that affects roughly one 
bottle in every two dozen. 

The compound responsible for cork 
taint is called 2,4,6-trichloroanisole (TCA). 
It is created when chlorine (used for pur- 
poses such as bleaching) comes into con- 
tact with moulds in the cork. TCA, for 
those fortunate enough not to have come 
across it, tastes of wet newspaper. It is so 
potent thata tablespoon of it could taint an 
entire year’s wine production in the Un- 
ited States, according to Christian Butzke, a 
former oenologist at the University of 
California, Davis, and now director of 
winemaking at Sakonnet Vineyards in Lit- 
tle Compton, Rhode Island. 

Such potency makes the substance 
hard to detect by chemical analysis, which 
lacks the sensitivity of the nose. It makes it 
hard to get rid of, too. As Dr Butzke ob- 
serves, cork producers come up with a 
“new method every year” to prevent or 


Not to be sniffed at 





banish TCA. These methods have in- 
cluded coating cork, irradiating it and even 
microwaving it. Yet 20 years after TCA was 
isolated, winemakers still face the same 
problem. In the latest attempt to do some- 
thing about it Sabaté Diosos, a French cork 
producer based in Paris, has teamed up 
with France’s Atomic Energy Commission 
(CEA) to develop a system that removes 
the offending molecules using carbon di- 
oxide (CO,) in a process similar to that em- 
ployed to decaffeinate coffee. 

If suitably heated and pressurised, CO, 
becomes “supercritical”. That means it is 
able to penetrate things in the way that a 
gas does, yet dissolve things in the way 
that a liquid does. These attributes make it 
ideal for removing contaminants from po- 
rous substances such as cork. The trick, 
says Stéphane Sarrade, head of the cEA's 
arm of the collaboration, is to get the TCA 
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out, but to leave in desirable compounds, 
such as those that lend cork its elasticity 
and permeability. After a lot of hard graft, 
the collaboration's researchers think they 
have come up with a “cork laundry" that 
has a winning combination of timing, 
temperature and pressure, though they are 
keeping the details secret. Sabaté Diosos is 
about to build a factory in Spain, which 
has extensive cork-oak forests, and wine 
bottled with laundered corks should hit 
the shelves early in 2005. 

Which is fine for traditionalists. But 
there is the lingering question of whether 
modern bottlers might do better embrac- 
ing new technology, in the way that Dom 
Pérignon did. Screw tops contain no cork, 
and thus cannot contaminate the wine 
with TCA. Traditionalists often react in 
horror to this idea. But a tradition is only 
an innovation that worked. m 


Anew experiment confirms that protons take a variety of different shapes 


EARLY 100 years ago, Ernest Ruther- 

ford acquired fame, and a Nobel 
prize, by shooting alpha particles (he- 
lium nuclei produced by radioactive de- 
cay) at gold foil. Unexpectedly, though, 
instead of passing through the gold foil, 
some of the particles bounced back. 
Rutherford realised that this is because 
atoms are made of a dense nucleus— 
later found to consist of protons and 
neutrons—surrounded by a diffuse cloud 
of orbiting electrons. The back scattering 
was caused by his “ammunition” bounc- 
ing off the nuclei. 

Physicists who want to probe the 
structure of matter have since used more 
refined versions of Rutherford's method. 
The latest, meant to discover what shape 
protons are, was explained to the Ameri- 
can Physical Society meeting in Philadel- 
phia this week. 

It has been known since the 1960s 
that protons are made of smaller parti- 
cles called quarks and gluons. A proton 
contains three quarks. The gluons, as 
their name suggests, hold the quarks to- 
gether. This being the world of quantum 
weirdness, the particles are also waves, 
so asking the question *what shape is a 
proton?" is not as straightforward as it 
may seem. Although the theory that de- 
scribes the interaction of quarks and glu- 
ons is on a firm conceptual footing, it is 
so complicated in practice that it can take 
years to make a single calculation of 
something like the shape of a proton— 
even using the most powerful supercom- 
puters. Instead physicists calculated the 
shape of the proton using many, very 


approximate, techniques. The simplest 
found the proton to be roughly spheri- 
cal. But it would help the study of 
atomic nuclei to know what the correct 
shape of the proton is. Time, therefore, 
to do an actual experiment. 

Vina Punjabi and her colleagues at 
the Thomas Jefferson National Accelera- 
tor Facility, in Virginia, used electrons, 
instead of alpha particles, to investigate. 
And, instead of gold foil, they threw 
electrons at liquid hydrogen. Since a hy- 
drogen atom consists of a lone proton or- 
bited by a lone electron, liquid hydrogen 
is a target-rich environment for those 
seeking to understand the structure of 
protons. Using a device called the Con- 
tinuous Electron Beam Accelerator Facil- 
ity (CEBAF), the researchers shot a 
stream of high-speed electrons into their 
liquid hydrogen, and studied the way 
that the electrons scattered off the 
quarks inside the protons. 

This sort of thing had been done be- 
fore, with limited success. But the CEBAF 
has two features that allow far more pre- 
cise results. First, it has a much higher 
“luminosity” than previous experi- 
ments—meaning that many more elec- 
trons are shot at the protons. Second, the 
electrons it produces all spin in the same 
direction. This allows much more pre- 
cise data to be gathered. 

And the result? Sometimes protons 
do, indeed, resemble spheres. But they 
are constantly changing shape, so they 
frequently look more like peanuts, or 
even doughnuts. For nuclear physicists, 
this is a particularly tasty finding. 
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Evolutionary biology 


The generation game 


Anew book travels to the frontiers of science in an attempt to resolve the ongoing 


quarrel over genetics and environment 


RE human personalities in all their 
variety—mad, bad, brilliant, extrovert 
or depressive—essentially the result of na- 
ture, of the genes we inherit from our par- 
ents? Or are we made by the worlds— 
social, economic and familial-into which 
we are born? According to Matt Ridley, this 
is a question you should not ask. Nature 
and nurture collaborate; they are partners, 
not competitors. Every human characteris- 
tic depends both on the genetic package 
we inherit and on the world into which we 
are born. No gene by itself makes any- 
thing. No environment makes a human 
mind without the collaboration of human 
genes packaged into a human egg. 

So far, so good. But the reality is that de- 
spite, or even because of, considerable 
confusion and ignorance (and goodness 
knows there has been plenty of both), the 
nature-versus-nurture debate continues to 
burn in every field in which human biol- 
ogy bumps up against the study of human 
social life. It rages over issues ranging from 
the origin of our most distinctively human 
capacities—language, trade, technology- 
to the causes of specific diseases. 

The debate has persisted, despite re- 
peated attempts to bury it, because behind 
the apparent consensus there continue to 
be important and sometimes politically 
charged differences. And many of these 
differences are still hard to adjudicate. 

Mr Ridley discusses David Buss's work 


Nature via Nurture: Genes, Experience 
and What Makes Us Human. By Matt 
Ridley. HarperCollins; 336 pages; $25.95. 
Fourth Estate; £18.99 


on cross-cultural universals of male and fe- 
male sexual preference. In case granny has 
not already told you, men place more 
weight on youth and beauty; women 
more weight on wealth. Some researchers 
have questioned these results but, on the 
whole, they hold true across different cul- 
tures. At the same time, the difference be- 
tween men and women is not always huge 
and there exist considerable differences 
within the same sex, and even within the 
same culture. On most criteria, the curves 
for the two sexes overlap: women care 
more about their partner's resources, on 
average, than men. But it is far from true 
that all men, or all women, bring the same 
criteria with the same weights to the mar- 
ketplace of sexual choice. Thus there will 
also be men who care more about wealth. 
If this is the case, does the information as a 
whole show the extensive shaping of sex- 
ual choice by natural selection acting dif- 
ferently on men and on women? Or doesit 
show the importance of individual histor- 
ies of development? A more plausible ex- 
planation may be that we still cannot pred- 
ict with any degree of certainty, for 
example, just how plastic male sexual 
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taste may be over the full range of human 
social possibility? 

Another issue that interests Mr Ridley, 
a former science editor of The Economist, is 
the effect of variation. Would a small dif- 
ference in the dose of genes you got, or a 
small difference in your circumstances, 
make a significant difference to your mind 
or personality? It depends, of course, on 
which genes and which circumstances. 
One continuing theme in "Nature via Nur- 
ture" is that although environments mat- 
ter, within broad limits, differences be- 
tween environments do not matter much. 
Small genetic differences quite often have 
predictable and significant effects. Small 
environmental differences often do not. So 
long as the world-in this case the family 
and its structure—is not too aberrant, most 
predictable phenotypic differences will be 
the result of genetic differences, some- 
times quite small ones, not environmental 
differences. Twins reared apart resemble 
one another in an impressively wide range 
of personality characteristics, rather than 
resembling other children from the same 
rearing environment. 

Mr Ridley accepts that this pattern is 
not universal: he discusses a study on 
criminal behaviour, which may show that 
some criminality might be the result of the 
confluence of genetic and environmental 
bad luck. But despite such examples, the 
idea that small genetic differences have 
more of an effect than small environmen- 
tal differences comes up again and again. It 
does so in his discussion of 10, of the de- 
velopment of personality traits, language 
and socialisation. 

"Nature via Nurture" is a tour through 
the cutting-edge science on human de- 
velopment and human evolution. It is also 
a bet that variation in genetic endowment 
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typically matters more than variation in » 
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> family and social circumstances. Although 
he claims to want to reconcile the naturists 
with the nurturists, the author’s heart is 
pretty obviously with nature and he is at 
least as much a warrior as a peacemaker. 

The political implications of Mr Rid- 
ley’s bet—on education and the law, to cite 
two examples—may be huge, though its 
prospects are harder to assess. One of the 
book’s strengths is that the science he ex- 
amines is so new. That also makes it far 
from bankable. In some instances an op- 
posing view to Mr Ridley’s will have the 
upper hand: for example, Frank Sullo- 
way's "Born to Rebel” (Vintage, 1997) 
which shows the effects on personality of 
birth order within family structure. 

"Nature via Nurture" will not bring 
peace nor will it end the debates about 
human nature between those who look to 
biology and those who prefer the social 
sciences. In his plunge into the fray, how- 
ever, Matt Ridley offers an excellent view 
of the battlefield, and characteristically he 
prefers to ride in the front tank rather than 
the UN observer's chopper. m 


Transatlantic relations 


Texas v Paris, the 
prequel 


Lyndon Johnson and Europe: In the Shadow 
of Vietnam. By Thomas Alan Schwartz. Har- 
vard University Press; 352 pages; $29.95 and 
£19.95 


HE dead cannot defend themselves; 

nor can they commit new errors: two 
reasons why they make perfect fodder for 
historians who want to praise what they 
might have done had they lived longer or 
in better times. 

Lyndon Johnson makes an unlikely 
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candidate for such speculation, serving 
more often as a study in failed promise. 
When he unexpectedly became president 
in 1963, he brought to the job big hopes 
and vast expertise in domestic politics. A 
year later, he won the largest popular vote 
ever in a presidential election. By the end 
of his term, virtually the only podia from 
which he could deliver speeches without 
being heckled were on military bases, and 
he had to abandon all hope of re-election. 
History has not redeemed him either; 
Robert Dallek and Robert Caro, his main 
biographers, portray him as a scheming 
man who may also have been clinically 
paranoid. 

Now Thomas Schwartz, a professor of 
history at Vanderbilt University in Tennes- 
see, seeks to defend LBy by arguing that his 
foreign policy looks much better when 
taken out of the “shadow of Vietnam”. In 
Mr Schwartz's view, Johnson did a praise- 
worthy job of managing relations with 
Europe. He kept NATO functioning despite 
French challenges, promoted modernisa- 
tion of the outdated international gold- 
based financial order and made significant 
advances in arms control, in particular by 
getting Moscow to agree to the Nuclear 
Non-Proliferation Treaty. 

Mr Schwartz cites the 1995 decision to 
extend this treaty indefinitely as a ringing 
endorsement of its success. His book pro- 
vides a corrective to the notion that John- 
son's foreign policy consisted only of Viet- 
nam, though it did consist largely of 
Vietnam. The author's decision hardly to 
mention the war at all gives his account 
the aspect of one hand clapping, and un- 
dermines its ability to convince. But if Mr 
Schwartz does not rehabilitate Johnson, he 
succeeds brilliantly in showing that when 
it comes to Franco-American relations, it is 
a case of plus ca change. 

Exactly 40 years ago, Charles de Gaulle 
withdrew his Channel and Atlantic fleets 
from NATO. He subsequently ordered all 
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American soldiers to leave France- 
prompting one pundit to ask if he meant 
the ones in military cemeteries as well— 
and he tried to drain American gold 
reserves by trading dollars for gold. 

Mr Schwartz's book abounds in star- 
tling anecdotes. The French leader remarks 
that heratherlikes the American president 
because "he doesn't even take the trouble 
to pretend that he's thinking." He also 
complains to his former German counter- 
part how "absolutely intolerable" it is for 
Europe to be dependent on America and 
its "accidental president". The confidants 
here are de Gaulle and Konrad Adenauer, 
and their ghosts still seem to command 
attention at the Elysée Palace. 

In Mr Schwartz's hands, LBJ provides 
an admirable example of the way that a 
president from Texas restrained himself 
and his subordinates from attacking Paris 
politically, despite enormous tension. 
Johnson did so because he believed in the 
importance of maintaining transatlantic 
unity in the face of global threats—a useful 
lesson from beyond the grave. m 


Composers 


Lovely moments 


Rossini. By Gaia Servadio. Carroll & Graf; 320 
pages; $26. Constable & Robinson; £20 


IOACHINO ROSSINI was 76 when he 
died in France in 1868, yet nearly four 
decades had elapsed since the premier of 
his last opera, “William Tell". But such was 
the esteem in which Rossini was held that 
4,000 people attended his funeral and Em- 
peror Napoleon III agreed to foot the bill. 
Rossini was the most significant inno- 
vator in Italian opera—without him there 
would have been no career for Bellini, 
Donizetti or even Verdi. However, Gaia 
Servadio's biography does not set out to be 
a study of Rossini's music, rather it tells the 
story of his life within the context of the 
political and artistic upheavals of his time. 
Ms Servadio divides Rossini's life into 
five acts, as if it were a drama, and she has 
had access to a large number of hitherto 
unknown letters from Rossini to his par- 
ents and his first wife, the mezzo-soprano 
Isabella Colbran, for whom he composed 
"Armida", "La Donna del Lago" and "Se- 
miramide". These letters give an intimate 
feel to the narrative, but the more original 
structure of the book comes from Ms Ser- 
vadio's way of showing how Rossini is the 
link between the age of Beethoven and 
that of Wagner. Rossini met them both. 
Beethoven told him, "Il Barbiere di Sivi- 
glia... will be played as long as Italian op- 


era exists." It is often believed that Rossini » 
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> stopped composing after 1830, but there 
are many late songs, piano pieces, cantatas 
and two contrasting sacred works, the 
large-scale “Stabat Mater” and the for- 
ward-looking “Petite Messe Solennelle". 

Gaia Servadio tells Rossini's story well, 
though the book suffers by not having a list 
of his compositions; even the titles of his 
operas are not gathered in the index. As he 
grew older, Rossini became increasingly 
pessimistic about the future of music, and 
in 1852 he wrote: "The head will conquer 
the heart: science will lead to the ruin of 
the arts; and under a deluge of notes, what 
is called instrumental music will be the 
tomb of the voice and of feeling." 

He was wrong about himself, though. 
While much of his work was neglected in 
the century after his death, "Il Barbiere di 
Siviglia" did prevent Rossini from being 
completely forgotten, just as Beethoven 
had predicted. In the last 30 years, his mu- 
sic has enjoyed a veritable renaissance, 
principally through the opera festival at his 
home town, Pesaro, and Ms Servadio's 
book is a helpful contemporary addition 
that rounds out his life. = 
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Charles Saatchi's art gallery 


Hollow laughs 


The adman bets on the beauty of beasts 


N A recent tour of London's new 

Saatchi Gallery, which opens on 
April 17th, a guide pointed out the features 
of Ken Livingstone's former headquarters 
on the south bank of the River Thames. 
County Hall is where Charles Saatchi, an 
advertising tycoon and go-kart racer, has 
installed his collection of contemporary 
art. "When we first moved in," gushed the 
guide, pointing up to the ceiling of the Pan- 
theon-shaped central hall, “we had to clear 
50 dead pigeons out of that light fixture." 
Why ever did they bother? Wouldn't the 
deceased birds have enriched the collec- 
tion, taking their place in this pickled me- 
nagerie alongside the cows, pigs and rats, 
not to mention the shark? 


Lying Thomas raises doubts 


The Book Against God. By James Wood. 
Farrar, Straus & Giroux; 272 pages; $23. 
Jonathan Cape; £12.99 


HOMAS BUNTING, the narrator of 

James Wood's first novel, is a charac- 
ter locked in perpetual adolescence. 
Seven years into his unfinishable Php, 
he seems as averse to washing as he is to 
adult responsibility, though somehow 
he has managed to meet and marry an 
impeccably mannered pianist, Jane. 

Bunting's rebelliousness towards her 
is matched only by the inner battle he is 
waging against paternal authority, in the 
shape not only of his father, an Anglican 
vicar, but also of God himself. Escaping 
from the work he ought to be doing, he 
spends his time compiling a common- 
place book of quotations from philoso- 
phers to support his own recalcitrant 
atheism. This he calls “The Book Against 
God". The final result of his labours, we 
are given to believe, is the story of his 
life contained in this novel. 

Yet Bunting is also a compulsive liar, 
who has spent years training himself in 
the art of deceit for the sense it gives him 
of power over others. Why should we, 
as readers, believe anything he tells us? 
Among the many ironies of this novel, 
the suggestion that Bunting could sus- 
tain 24 chapters of professionally exe- 


cuted prose, and succeed in getting them 
published seems really quite preposter- 
ous. But is it? 

Mr Wood has created an unsettling 
narrator about whom he himself seems 
undecided. There are odd moments of 
honesty, brief glimpses of a better self, 
but these are regularly thrown into 
doubt, sometimes poignantly so. Listen- 
ing to a recording of Sviatoslav Richter 
playing Beethoven, Bunting tells his wife 
he can hear the sound of the pianist 
breathing above the music—a moving 
epiphany of humanity and compassion. 
The trouble is, she cannot hear it and she 
does not believe him. Bunting is a man 
who feels the world misunderstands 
him and turns this into a self-fulfilling 
prophecy. 

In the small world of literary review- 
ing, Mr Wood is well known for his un- 
sparing critiques of other people's 
books, so there is an element of poacher 
turned gamekeeper about his foray into 
fiction writing. Some critics are bound to 
take their revenge, while others will laud 
his novel to the skies. How good is it 
really? The answer is that it is good 
enough. It is not a masterpiece, but 
rather a work of skilful craftsmanship, 
which teasingly engages and disengages 
one's sympathies but leaves the reader 
with curiously mixed feelings. 





Made by a shartist 


Mr Saatchi is, of course, famous for col- 
lecting Britart: the work of the now not-so- 
young British artists who came of age in 
the late 1980s and early 1990s with neo- 
conceptual, shock-horror installations that 
parroted Marcel Duchamp and claimed 
that art was whatever the artists said it 
was. In the case of Damien Hirst, art was a 
dead shark in a tank; Sarah Lucas's "Au Na- 
turel" contained a mattress adorned by 
melons, oranges and a cucumber; for Tra- 
cey Emin it was an unmade bed. Mr 
Saatchi paid large sums for all of this and, 
adman to the bones, attracted enormous 
publicity, showing Mr Hirst's shark at his 
original gallery in north London and later 
exhibiting the shartist and his mates in 
"Sensation", a group retrospective at the 
Royal Academy in 1997, and provoking 
one visitor to throw eggs at the paintings. 

At the time, they said it was all so radi- 
cal. Britart's fans claimed that it made con- 
temporary art popular in Britain for the 
first time. Now it just looks old. The shark 
in particular could use some botox. The 
dead cow head being eaten by flies immo- 
lating themselves against an electric zap- 
per leaks its odour into Mr Livingstone's 
one-time panelled dining room. Perhaps 
Mr Saatchi, a known prankster, finds this 
funny. Perhaps heis sending up the notion 
of heritage, preserving his own in aspic, 
rather like Miss Havisham's wedding ban- 
quet, except that most of the bugs here are 
dead. There is little sense of life or young 
art in the building—only one tiny gallery 
shows the work of a few new artists Mr 
Saatchi claims to be launching. Mean- 
while, some exquisite paintings by older, 
less sensationalist artists such as Peter 
Doig and Paula Rego hang oddly and 
rather forlornly in the corners. 

Mr Saatchi hopes his collection will 
draw in 750,000 people a year. But 
whether visitors to local venues, such as 
the nearby London Aquarium, will fork 
out £8.50 ($13) to see this art depends on 
whether they like their fish fresh or frozen. 
Given that a McDonald's and a Starbucks 
flank the collection, Mr Saatchi, the king of 
packaging, might be in luck. Don't count 
on it, though. @ 
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English language 


Heavy lettering 


The new, two-volume “Shorter Oxford English Dictionary” is reliable, 
comprehensive, easy to use—and enormous fun 


XHAUSTED by 24-hour newzak, anx- 

ious about asymmetrical warfare? Due 
for regime change after too many mochac- 
cinos now those churidars don't fit? These 
are just four of roughly 3,500 new entries 
that dictionary-makers in Oxford have li- 
censed as part of standard English. Brows- 
ing in their latest verbal treasurehouse is 
not only a welcome escape. At around 
seven pounds a volume, it’s also good for 
those pecs. Churidars, by the way, are tight 
trousers, one of many Indian words that 
have found their way into English. 

In essence the new Shorter Oxford is an 
abridgement of the revised 20-volume 
“Oxford English Dictionary” and its sup- 
plements, which was published by Oxford 
University Press (OUP) in 1989. That work 
reflected not just an immense labour of 
updating, but also the adoption of a more 
inclusive view of the dictionary-maker's 
task than had guided earlier editors. Four 
years later, OUP brought out a masterly 
condensation, the fourth edition of the 
Shorter Oxford. In its brief life, this was 
probably the best two-volume dictionary 
of English. The fifth, which now replaces 
that 1993 dictionary, has all its strengths 
and some more of its own, but one or two 
minor faults as well. 


The most immediately noticeable dif- 


ference is a freer and friendlier layout. 
Quotations are highlighted in grey, mak- 
ingfor an easier read. As before, the style of 
the definitions-there are more than 
500,000 of them-is pointed and crisp. 
Some of the best have the snap of a good 
aphorism. Historical principles combine 
with up-to-dateness. Every entry gives an 
etymology. For common or important 
words, the editors have sought the earliest 
written use and traced later shifts in mean- 
ing by way of published citations. 

This historical approach, for which the 
Oxford English dictionaries are famous, 
makes some readers smell dust. But this is 
also a remarkably sharp-eared guide to the 
vocabulary of living English. And not just 
British English: spelling aside, the Shorter 
Oxford is thoroughly American as well. 
Nor are words from Asia and Africa ig- 
nored. The technical and scientific range of 
this dictionary is daunting. 

The publishers claim that the new 
Shorter Oxford covers a third of the con- 
tent of the 20-volume work in a tenth of 
the size. Squeezing all that in has come at a 
price. Unlike in the big OED, written cita- 
tions tell us who used a word, not where or 





when (Shakespeare, the Bible, Milton and 
Spenser excepted). This practice can turn 
citations into literary quizzes. Under “wig- 
ging" (heated reproof), one D. Acheson is 
cited for expecting a “wigging for sloppy 
work". You can check in a list of authors at 
the back that the writer was indeed Dean 
Gooderham Acheson (1893-1971). But it 
tells you neither that he was Harry Tru- 
man’s secretary of state, nor where or 
when he wrote the quoted words. Shorn 
of context and often cryptically cut down, 
written citations like this risk giving both 
too much information and too little. 

This is a cavil. But it brings up the shift- 
ing links between spoken and written—or 
rather, published—language. Although the 
gap between spoken and printed vocabu- 
lary has narrowed since James Murray be- 
gan his monumental work in an Oxford 
garden shed nearly 120 years ago, it has by 





no means closed. On the one hand, the 
present generation of Oxford editors is ad- 
mirably permissive. They have dropped 
any lingering hold that ideas of correct- 
ness or propriety had on Murray. Instead, 

they aim to give us standard or typical Eng- 

lish. Language pedants should here con- 
trol their trichotillomania (compulsive de- 
sire to pull out one’s hair). In the Shorter 
Oxford, disregard of useful distinctions is 
noted and erosions of meaning are re- 
corded, not bemoaned. We now have “not 
interested”, for instance, as another mean- 
ing for “disinterested”. Nor are words ex- 
cluded out of prudery or political correct- 
ness: the sex words are all there, flagged 
“coarse slang”; words of racial or national 
abuse come with the warning, “offensive”. 

On the other hand, trying to seize the 
creativity of speech as legitimised in pub- 
lished sources can lead to odd choices. 
Nothing dates faster than slang or journal- 
ese. To avoid stuffing their work with dead 
coinages, the editors use a five-and-five 
rule: to merit entry, a word or meaning has 
to be backed by five written uses spread 
over five years. “Doh” makes it (because 
Nick Hornby, for one, used it in a book). 
But we don’t find the equally common 
“hello?” (you're kidding!) or “whatever” 
(it's the same to me). And surely “I was 
like”, which for many English-speakers un- 
der 40 has virtually replaced “I said” or “I 
felt”, deserved inclusion. 

The fifth Shorter Oxford was the first 
edition compiled entirely from a comput- 
erised corpus of English citations, a rapidly 
growing monster with 100m entries (in- 
cluding 300, mainly economic, from this 
newspaper). A natural question is whether 
computers are making dictionary editors 
redundant. Angus Stevenson, a co-editor 
of the fifth, has a good argument why not. 
Take the word “run”. In the computer cor- 
pus, it occurs most frequently by far in the 
sense of running a company. “But nobody 
thinks that is even the fifth or sixth core 
meaning of ‘run’”. Editorial judgment, in 
other words, is still needed. Across from 
his office, a much larger team is preparing a 
new edition of the 20-volume OED to be 
ready in 2020 or so. This will be based on 
the computer corpus and published elec- 
tronically, but edited by humans. 

Are the 3,500 fresh entries and the new 
layout that separate the latest edition of 
the Shorter Oxford from its predecessor 
worth paying £95 for? Unless you run a li- 
brary, many owners of the fourth Shorter 
Oxford may well decide to stick with that, 
and hope they are not disgraced when 
confusing DvD with pvr or thinking that 
“fabless” is an adjective that describes illit- 
erate starlets, when it means subcon- 
tracted electronic production. First-time 
buyers will not find a more reliable, com- 
prehensive or enjoyable dictionary of Eng- 
lish. It even has plenty of silly two-letter 
Scrabble words. 8 








Henry Racamier 





Henry Marcel Racamier, purveyor of luxury, died on March 29th, aged 90 


N ONE occasion a reporter asked 
Henry Racamier if his shops ever 
thought of having a sale. “A sale?” Mr Ra- 
camier examined the word as though an 
impropriety had been uttered. “No,” he 
said finally. On the contrary, his policy 
was to make the firm’s goods ever more al- 
luring by increasing prices, not reducing 
them. He was in the business of selling 
luxury items, and his customers expected 
to pay very high prices; otherwise they 
would be worried that they were not be- 
ing offered products of the finest quality. 
Mr Racamier had taken over the leather 
goods firm of Louis Vuitton in 1977 when 
its business was slipping. Fewer and fewer 
people wanted leather luggage. The new 
generation of travellers was buying light- 
weight luggage that did not need the assis- 
tance of a porter; best give leather back to 
the cows. Mr Racamier looked beyond 
Vuitton’s traditional European market to 
Asia. In the 1970s the “tiger” economies 
were producing a middle class gaining a 
taste for luxuries. A Vuitton steamer trunk 
might seem in Paris to belong to a bygone 
age, as indeed it did, but to a newly rich 
family in Seoul or Taipei it carried cachet. 
Did you know that a trunk like this was 
made for the pasha of Egypt? Fancy that. 
How much did you say? 
Trunks were just a taster of the cata- 


logue of wares rapidly being expanded by 
Mr Racamier: handbags, purses, belts, wal- 
lets. In 1977 Vuitton had two shops, one in 
Paris, the other in Nice. By 1990 Mr Raca- 
mier had built the business into more than 
130 Vuitton shops worldwide, set up new 
factories to keep them supplied, and 
trained members of staff to be as polite 
and knowledgeable as those in Paris. One 
measure of a shop's success is its yearly 
sales per square foot. That of, say, an aver- 
age jewellery shop in a prosperous street 
in a western country might be about $750. 
The Vuitton shops regularly sold more 
than twice that, and sometimes much 
more. Mr Racamier seemed to have turned 
leather into gold. 


The empress's clothes-packer 

When he took over Vuitton Mr Racamier 
was 65 and thinking of retiring. He had 
spent his adult life in the steel industry, 
much of it building up a steel trading com- 
pany called Stinox. It had prospered and 
Mr Racamier was comfortably off. He was 
married to Odile Vuitton, the great-grand- 
daughter of Louis Vuitton, who had 
started out as a clothes-packer for Empress 
Eugénie, wife of Napoleon III, founding 
hisown luggage business in 1854. The busi- 
ness had stayed in the family, eventually 
passing to Odile's father, who had run it 
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until his death in 1970. 

Mr Racamier was at first reluctant to 
take over the family firm. He was planning 
other diversions, mainly music. But he 
was prevailed on by his mother-in-law to 
"take a look at the books; see what can be 
done". The books, Mr Racamier recalled, 
"looked very dodgy". The firm's assets in- 
cluded a factory of antique character with 
a staff to match. 

Its main asset, Mr Racamier decided, 
was its name. In its heyday the firm had 
been an innovator. Its steamer trunks with 
their flat tops were designed to stack neatly 
into cargo holds and rapidly replaced 
domed trunks, more suited to the backs of 
horse-drawn carriages. The famous would 
get Vuitton to make luggage personal to 
their needs: Douglas Fairbanks, an early 
Hollywood star, wanted a special com- 
partment for his toiletries; Leopold Sto- 
kowski's trunk opened into a desk with a 
drawer for musical scores; an Indian ma- 
harajah's trunk had a container to hold 
water to make tea. Louis Vuitton and his 
successors had catered for people to 
whom money was merely a means of get- 
tingthe best. Mr Racamier sought to satisfy 
the needs of his new Asian customers in 
the same joyous spirit. 

He was among the first businessmen in 
the expansive 1980s to recognise the value 
of thelogo:that however well made the ar- 
ticle, it was the initials Lv that created its 
extra value. But he differed from other 
manufacturers who, he said, flaunted their 
names. The logo had to be discreet, creat- 
ing a feeling of understated quality. This 
was especially important for a firm such as 
Vuitton, which had moved into the luxury 
mass market. The firm sought to convey 
the impression that its clientele essentially 
remained the famous. 

[n 1987 Mr Racamier formed an alliance 
with another family firm, Móet Hennessy, 
producers of champagne and brandy. The 
resulting group, known as LVMH, would, 
he believed, be strong enough to see off 
any predators. In 1988 he brought into the 
group an investor called Bernard Arnault, 
aged 39. Mr Racamier was then 76 and saw 
Mr Arnault as his protégé, and a supporter 
in any possible disputes with Móet Hen- 
nessy. They played piano together. Both 
liked Chopin. However, Mr Arnault's ar- 
rival was the start of a battle for control of 
LVMH. The battle went through the French 
courts, ending in 1990 with Mr Racamier's 
dismissal from the board. Mr Arnault be- 
came head of Lv MH. Both he and the com- 
pany have prospered, and according to 
some accounts Mr Arnault is France's rich- 
est man. 

As for Henry Racamier, he dabbled in a 
number of other business enterprises, but 
none came to much. He continued to find 
pleasure in music. Playing solo, he reck- 
oned, had its advantages. W 
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Do EXECUTIVE EDUCATION | 


mares How good is your strategic leadership? 
16-21 May | 14- 19 November 2004 E 


Effective strategic leaders are self-aware. They ensure organisations frame 
their challenges creatively. They mobilise the energies of the whole organisation. 


We challenge you to benchmark yourself against the best. 
For more information, visit www.execed.oxford.edu, or contact 


Dorothy Cooke, tel +44 (0)1865 422776, fax +44 (0)1865 422501, 
email info@execed.oxford.edu 


www.execed.oxford.edu 


Start an intensive, 12-month Masters in international economics with focuses in Finance and Marketing at Milan's Bocconi School of Management. 
Graduates from 30 countries ail over the world have discovered it's a tough but sure way to broaden their horizons and their career prospects. 


Download our brochure and application form from our web site. And while you're there, check out the dates 
and locations of the MIEM presentations we'll be doing worldwide - you may find us on your doorstep! WWW. S sdabocconi .it/miem 


MIEM - SDA BOCCONI - UCI Via Balilla, 18 - 20136 Milan - Italy Tel ++39-025836.31 25/6605 Fax ++39-025836.3275 E-mail: MEMGsdabocconi.it 


Leo Burectt tatia 
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You'll find the world in New York, and you'll find New York in our Executive Programs. High-potential 
professionals, who prove themselves daily in the business capital of the world, hone their skills in our 
programs to reach new heights. Our students are razor sharp. Our faculty are the luminaries of finance 
and management. And the knowledge exchange and once-in-a-lifetime experience create energy as 
electric as our city. Options include: Executive MBA Program, TRIUM Global Executive MBA Program, 


The Langone Program: A Part-Time MBA For Working Professionals, Corporate Degree Programs, EXECUTIVI 


Custom Non-Degree Programs and Open Enrollment Programs. PROGRAMS 


Working professionals' first step to enter our Executive Programs: visit http://executive.stern.nyu.edu/e or call (212) 998-0789 
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EXECUTIVE COURSES IN FINANCE 


GENEVA 2003 


During the past two decades, the FAME Executive Courses in Finance 
have become the benchmark for executive training in asset allocation, 
risk management, forecasting and quantitative analysis. 


The emphasis on practical applications and our renowned 
international faculty ensure that participants build skills that are 
directly applicable to their daily work environment, 
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Didier Cossin April 28 - May 1 
CREDIT RISK PRICING, MANAGEMENT, AND THE USE 
OF CREDIT DERIVATIVES 


Paul Embrechts May 5-9 
MODELING EXTREME EVENTS AND DEPENDENCE IN 
FINANCE: RISK MANAGEMENT BEYOND VALUE-AT-RISK 


Tim Bollerslev May 12 - 16 
ESTIMATING AND FORECASTING FINANCIAL MARKET 
VOLATILITY AND CORRELATION 


Yacine Ait-Sahalia May 19 - 23 
INTEREST-RATE MODELS: THEORY AND PRACTICAL 
APPLICATIONS 


G. Andrew Karolyi May 26 - 30 
EQUITY PORTFOLIO MANAGEMENT 


Didier Cossin June 2 - 5 
REAL OPTIONS, FINANCIAL STRUCTURING AND BEYOND 


Kevin Wilson August 18 - 22 
SHAREHOLDER VALUATION AND SECURITIES ANALYSIS 


Francis X. Diebold August 25 - 29 
FINANCIAL ECONOMETRICS AND FORECASTING 


Richard Levich September 1 - 5 
EXCHANGE-RATE ECONOMICS AND FORECASTING 


Stephen Schaefer September 8 - 12 
MODERN FIXED INCOME MARKETS: RELATIVE VALUE, 
ARBITRAGE, PORTFOLIO AND RISK MANAGEMENT 


René Stulz September 15 - 19 
INTEGRATED RISK MANAGEMENT 


Russ Wermers September 22 - 26 
PERFORMANCE EVALUATION AND ATTRIBUTION 


Thomas Schneeweis and Giovanni Beliossi Sep. 29 - Oct. 3 
ALTERNATIVE INVESTMENTS 


David Cox October 13 - 17 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


Salih Neftci October 20 - 24 
CALIBRATION, ESTIMATION AND NUMERICAL METHODS 
IN FINANCE 


Martin Hoesli and Olivier Scaillet November 3 - 7 
REAL ESTATE INVESTMENTS AND FINANCING 


Philippe Jorion November 10 - 14 


GLOBAL ASSET ALLOCATION 

Salih Neftci November 24 - 28 
FINANCIAL ENGINEERING 

and 

THE CERTIFICATE FAME July 7 - August 8 


A 5-week immersion program in asset management, 
structured products and private banking 


For more information, please contact: 

FAME Av. Blanc 49 - CH-1202 Geneva - Switzerland 
Tel: +41 22 731 95 55 - Fax: +41 22 731 95 75 
geneva-courses@fame.ch - www.fame.ch 





[ESCP-EAP MBA 


An exceptional MULTICULTURAL experience 
in the HEART of EUROPE 










> International Full-time MBA 
12 month English-language program in Paris 
World-wide recruitment 











> European Executive MBA 
18 month English-language program in Paris 
& on other ESCP-EAP campuses in Europe 
Monthly modules / Pan-European recruitment 


> international Master's in Management 
24 month English-language program 
Residential modules in Paris, Tilburg, Budapest & the USA 
Double European and American MBA degree 


An ESCP-EAP MBA leads to senior positions world-wide. Join the network 
of 22,000 ESCP-EAP graduates in 65 countries. 


With faculty and carapuses in Paris, Oxford, Madrid and Berlin, ESCPEAP develops business 
seacers and advances transnabonal learning and research in management 


"escp-eap.net 





Next Session - January 2004 


Contact MBA Admissions 
+33 149 23 27 91 
mbaQescp-eap.net 
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Learn everywhere. Manage anywhere. 
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Postgraduate education in preparation for the most difficult job in the world 
- running a government 
MA Economic and Governmental Reform 


This unique course, MA Economic and Governmental Reform prepares rising civil servants and advisers, in developing countries and 
transitional economies, for top jobs at the centre of government, supporting Presidents, Prime Ministers and their Cabinets. It is a one 
year full-time MA programme (June 2003 to May 2004) focusing on two key needs at this level: 


© to be able to help political leaders coordinate reforms; addressing conflicts, interdependencies and institutional issues 
© to support political leaders in focusing the reforms of government ministries onto critical success factors and end-results 


The course is strongly international and comprehensive, with no options/electives, and explores both content and process issues 
in government: 


e Macroeconomic reforms * Microeconomic reforms * Public administration and finance 
e Judicial and legal development * Security and military reform * Political system development 
e International law and disputes * Policy coordination and integration * Country-specific applied reform policy 


The course includes 18 weeks teaching in London in two programmes; June-September 2003 and in January 2004. Applications are 
invited from candidates with a good first degree and significant relevant experience in government. For further information on admissions, 
course fees and for an application form contact Anita Latkoska, University of Westminster, 309 Regent Street, London W1B 2UW, UK. 

Tel +44 (0)20 7911 5000 ext 2196, or +44 (0)20 7255 2558, fax +44 (0)870 705 2071, email a.latkoska @ westminster.ac.uk 


The University of Westminster reserves the right to make alterations to courses 


Are you prepared to commit yourself to real study, 
Ht E) ex reflection and analysis of human behaviour in organisations ? 
c i^ oxford 


Ez EXECUTIVE EDUCATION 


—- Can you undertake the courageous conversations 
EXECUTIVE DEVELOPMENT which build real understanding between people ? 


CONSULTING AND COACHING FOR CHANGE 


An international programme for executives, built around 
six 4-day modules alternating between Paris and Oxford, 
and leading to an HEC Master's degree. 


November 2003 to October 2004. 


Contacts: HEC: Sean Kilbride. Tel: +33 (0)! 39 67 70 94 
Email: exedinfo@hec.fr 
www.hec.edu/exed/hec-oxford 


| Oxford: Dorothy Cooke. Tel: *44 (0)1865 422776 


TNI Email: info@execed.oxford.edu 
KR Ņ P X i> www.execed.oxford.edu/hec-oxford 
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PRESTON UNIVERSITY 


Reaching New Heights In Global Education 


Distance Learning: 
BBA, MBA, Bachelors, Masters, Doctoral 
Programs in several disciplines 


Licensed by the Wyoming State Department of Education 
under W.S, 21-2-401 to 21-2-407 


PRESTON UNIVERSITY 
1204 Airport Parkway, Cheyenne, WY 82001 USA 
Tek: 1-307-634-1440 Fax: 1-307-634-3091 
e-mail: admissions € preston.edu 


www.preston.edu 
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Talent breeds success - Vision transforms reality - RSM develops leaders 


CHOOSE FROM THREE MBA PROGRAMS: 
* international MBA & MBA/MBI » Executive MBA * Global Executive OneMBA 


Ranked 4th in Europe (BusinessWeek), RSM is accredited by AACSB, EQUIS and AMBA 
CONTACT US: 





Burg. Oudlaan 50, 3062 PA Rotterdam, The Netherlands Rotterdam School of Management 
Tel.: +31-10-408-2222 E-mail: mbainfo@rsm.n| AA 





(W.rsm.ni/mbainto Erasmus Graduate School of Business 
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international 
— full-time, part-time, executive 

— personalised programme in English 
— management and new technologies 
— in the heart of Paris, 

with an international network 

and sister campuses worldwide 









Realising your business 





ambitions requires sor 
forward thinking. Some people 
take a year out and travel, 
others decide to do an MBA. 
Now you can do both at the 
same time. inquisitiv 
international 
to study E E impacttul = : j l 2 2 
E ^o mw p Ecole nationale des ponts et chaussées 
|. inspiring founded in 1747 


www.enpc.fr/mba 








admissions 





website at www.intermba.net 


| ENPC School of international 
of call on +34 346 29 50 50. 


Management 

28, rue des Saints-Péres 
75343 Paris cedex 07- France 
tél. 33144 58 28 52 
fax 33140 15 93 47 ENPC MBA 







A European adventure that will change your future... 
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Totally Flexible | 
MBA/DBA/PHDI| 


IMS degrees by Distance Lemming. You design your 
curriculum. You wifi not study material vou already 

know or do not need. No exams, you learn through 
research & writing, No Bachelors or GMAT required. 
Faculty are successful business leadersfauthors. — 
faculty wanted, Rushmore University, 1-B15-425- 

8577, info2Gprustimore edu www.rushmore.edu. f 










Sj 2500 students in 112 countries Pa in ana free time and 
earn Beene m Ph. D. degree in Business - Liberal 






















work experience. À Qu. £ VE 
American Advisor will pee your PA Use our internet library. For a 
no cost catalogue: P.O.Box 61707, King of Prussia, PA. 19406 USA 


Fax: 610 205 0960 e-mail: admissions@washint.edu 



















contacté ilagedus 


For the new extended European market 










Two new Solvay | - Executive Masterclass | TA xd be 
Business school | ~ Full time Master | Business School 
Euromarketing | Both onthe SBS campus at | 

Programs Brussels University. | m 0 MUR 











T. «32-2.650.65.57 





| www.euromarketingcenter.com | euromarketing.center@uib.ac.be 









The World Bank || es) 


i 
Queens University 
Belfast 


INTERNATIONAL PROGRAM 
IN DEVELOPMENT EVALUATION 


June 16 — July 11, 2003 Doctorate in Governance 


The Doctorate in Governance (DGov) is a unique professional 
doctoral programme offered jointly by Queen's University Belfast 
(QUB) and the Institute of Public Administration, Dublin (IPA). Hs aim 
is to enable public policy-makers and public sector managers from 
the Republic of Ireland, the UK and elsewhere to develop their 
knowledge base and critical skills, and apply them to issues relevant 
to their professional lives, This aim is achieved through a programme 
of taught study followed by a research project on a subject pertinent 
to the student's work experience and professional formation. The 
nine taught modules include enquiries into the role of the state, 
devolution, European integration, international law, democracy, 
economics and governance, and research methods. 


The World Bank and Carleton University are pleased to announce 
the Summer 2003 international Program in Development 
Evaluation (IPDET) to be held on the campus of Carleton 
University, Ottawa, Canada. 


r 
| 
| 
| 
H 
| 
| 
i 
i 
| 
This program is for those who are concerned with managing, | 
funding, or conducting evaluations in the development context. | 
The program is in two parts: The first two weeks (June 16 — June | 
27) consist of an 80 hour core course in development evaluation, | 
and the second two weeks (June 30 -~ july 11) are 24 workshops | 
on specific development evaluation topics. Participants can sign | 
up for one to four weeks of the program. If the core course is | 
selected, the minimum registration is for both weeks of the core. | 
The program assembles a world-class faculty from four | 
continents. The faculty blend extensive field experience with 
high-level methodological skills and knowledge. 
| 
| 
| 
| 
| 
| 
| 


Applicants must normally have a primary (Bachelor's) degree or 
equivalent, of at least 2:1 (upper second cass honours) standard, 
and five years’ full-time experience of work at an appropriate level in 
a relevant public service profession. Course fees, which include 
tuition costs and the residential study sessions, are £7,500 per 
annum. The course lasts four years, and is available on a part-time 
basis oniy. Instruction will be in English, and ali assignments must be 
written in Engli lish. 


Visit our website to receive more information and to dawnload an 
application. 


http://www.carleton.ca/ipdet 


Or contact Karen Ginsberg, Carleton Program Manager at 
+1 613-520-3525 or by FAX at 41 613-520-7559 or by 


Applications MUST INCLUDE the following documentation in order 
to be eligible: 

Both QUB University and Legal, Social and Economic Sciences faculty 
application forms; a covering letter which details the applicant's 
reasons for applying for a place on the programme; two references 
tone academic, one professional), which must be sent in sealed 
envelopes, signed on the back by the referee; a copy of the applicant's 
CV; copies of degree certificates; a written guarantee that the course 
fees will be met either by the student or by a third party, e.g. the 
applicants employer, 


EMAIL: ipdet@carleton. ca 


gp: 
Economist 


incomplete applications will not be considered. 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION CONTACT: 


London New York Director, Dr Alex Warleigh (A Warleign@qub.ac.uk) at Queens, or the 
Ruth Fox Beth Huber course leader at the IPA, Dr Michael Mulreany (mmulreany@ipa ie). 
Tel: (44-20) 7830 7000 Tel: (212) 541-0500 i Please also consult the web site (www.qub.ac.uk/gowvi. 
Fax: (44-20) 7830 7111 Fax: (212) 445-0629 The deadline for applications is 30 June 2003. Successful candidates 
ruthfox @ economist.com bethhuber @ economist.com will be notified by 31 July 2003. 


For application forms, please contact Gina Inglis 
(G inglis@qub.ac.uk}. For further information contact the Course 
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corporate approach. 


EUROCONTROL 





Ta 


o PES for the Safety of Ai 


An attractive salary. including social securit 


For further details and an application fo. 
or consult EUROCONTROL's website. 


Completed application forms cl 
at EUROCONT ROL, Recruitment 
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For the EUROCONTROL EXPERIMENTAL CENTRE (EEC) - C ore Management in 
Brétigny-sur-Orge (France) a (m/f) $ 


Support Business 


(ref. CE-2003-AA/o12/ECO) 


Responsibilities: The jobholder will be responsible for the monitoring of the EEC's logistics: 
* Building, infrastructure and surroundings © Staff Management è Administration. 

« IT Specific tasks will include: * implementation of organisational structures and services « Management of the EEC staff 
e Monitoring the activities and projects of the support services, including resources allocation « Contribution to 
dialogue with the representatives of stakeholders * Liaison with national administrations and ministries + Managing the 
budget of the Support Services * Representing the EEC in working groups. 





anager 


Requirements: * University degree in a relevant subject or equivalent professional experience. An MBA or similar 

qualification would be an advantage + Fluency in English or French is essential, with a reasonable knowledge of the other 
e Ability to work in a multinational and multicultural environment * Knowledge and experience of MS Office software ——— 
tools * 10 years’ experience as a manager in an international environment, with a good track record in infrastructure, staff 
management and negotiation « Experience of management in a Research and Development (R&D) establishment would be 
an advantage * Flexible management style based on diplomacy, teamwork and motivation of staff « Good interpersonal - 
skills © Political and multicultural sensitivity « Strong drafting, communication, and negotiation skills « Result orienta 
and cost awareness e Strong leadership skills « Team muuging skills è Strategic thinking, vision, and ability tod 









visions, is offered. 










Navigation. 





ECONOMIC RESEARCH INSTITUTE OF NORTHERN IRELAND 


CHAIR AND BOARD MEMBERS 


The Economic Research Institute of Northern Ireland, (ERIND), is a new 
independent economic research body which is being established later this 
year to assume the functions of the Northern Ireland Economic Council and 
the Northern Ireland Economic Research Centre. ERINI will have two primary 
functions: (i) the provision of economic research (primary and secondary) 
and analyses and advice aimed at challenging and developing policy-making 
and strategic thinking in Northern Ireland; and (ii) the provision of an economic 
research consultancy service on a commissioned basis to Government 
Departments, the Northern Ireland Assembly and others. The Board will be 
drawn from academia, business, trade union and other interests. 


Chair 


The Office of the First Minister and Deputy First Minister is seeking to appoint 
3 strong and dynamic Chair with an excellent record of achievement at a 
senior level in a major public or private sector organisation. He or she must 
be able to command respect and to have the authority to handle a high 
profile public role. In addition the Chair must have a minimum of three years 
direct personal experience of successful leadership at senior management 
level, gained within the last five years. Applicants will also be expected to 
have previous experience of chairing a board/committee and have the 
attendant knowledge and skills required to carry out this challenging key role. 
The Chair will receive £310 per day, equivalent to £15,000 per annum, 
(reviewed annually), on the basis of an estimated average time commitment 
of four days a month. 


Board Members 


The Office of the First Minister and Deputy First Minister is also seeking to 
appoint up to eight members to the Board from academic and other interests. 
Applicants must have a minimum of three years direct personal experience at 
senior management level, gained within the last five years, in disciplines 
relevant to the work to be undertaken by the new organisation. Applicants 
will also be expected to demonstrate experience in strategic analysis, effective 
communications, performance measurement, policy issues, organisational 
change, exercising sound judgement and maintaining high standards. It is 
intended that at least four members will be from academic backgrounds 
working in relevant economic and policy work disciplines. These 
appointments provide a real opportunity for people from a wide range of 
backgrounds to be actively involved in shaping the direction of economic 
research in Northern Ireland. The Members will receive £220 per day, 
equivalent to £4,000 per annum, (reviewed annually), on the basis of an 
estimated average time commitment of one and a half days a month. 


For information packs and application forms, please contact Dougie Topping, 
Office of the First Minister and Deputy First Minister, Castle Buildings, Stormont, 
Belfast BT4 3SR. Tel: 028 9052 0757. Alternatively, you can download them 
from the OFMDFM website at www.ofmdfmni.gov.uk/erini.htm 

The closing date for the return of completed application forms is 

5.00pm on Friday, 9 May 2003. 





THE OFFICE OF THE FIRST MINISTER AND DEPUTY FIRST MINISTER IS COMMITTED TO THE PRINCIPLES OF PUBLIC APPOINTMENT BASED ON MERIT WITH INDEPENDENT 
ASSESSMENT, OPENNESS AND TRANSPARENCY OF PROCESS. THE OFFICE IS ALSO COMMITTED TO EQUALITY OF OPPORTUNITY AND WELCOMES APPLICATION FORMS 
FROM ALL SUITABLY QUALIFIED APPLICANTS IRRESPECTIVE OF RELIGIOUS BELIEF, GENDER, DISABILITY, ETHNIC ORIGIN, POLITICAL OPINION, MARITAL STATUS, SEXUAL 


ORIENTATION OR WHETHER OR NOT THEY HAVE DEPENDANTS. 
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The Public Policy Programme at the National University of Singapore B 
was established in 1992 to meet the challenges of training public officials - 
who will play an active role in leading governments of this region in the ^ 
21* century. It provides high quality training, which adapts the analytical - 
rigour of the best international public policy programmes to institutional 
setting and societal context of the Asian region. Initially linked with Harvard 
Institute of International Development, the Programme has since 
strengthened its collaboration with Harvard University's John F Kennedy 
School of Government. 





HTS Development Limited, a company with 50 years 
experience of international development is looking for a: 


PROJECT DIRECTOR — AFRICA 





Associate Professor/Professor (Public Policy) 


The Public Policy Programme is seeking strongly committed faculty to shar 
vision of becoming a premier institution in public policy, teaching, research, an 
executive programmes in Asia. Applicants must have the requisite teaching, 
research and public policy experience to be appointed at Associate Professor? 
Professor level. A PhD degree in public policy or related field such as Economics ~ 
and Political Science is required. Experience as economist with private and ` 
public sector organizations, and consultancies with international organizations 
and/or teaching experience in Southeast Asia will be regarded as strong additional 
qualifications. 









E 


HTS has a major consultancy practice in Africa and our team 
of over 20 international and national consultants is 
managing challenging programmes in Nigeria, Ghana, 
Zambia, and South Africa. We are tackling a wide range of 
development challenges including Governance in the 
broadest sense, SME development, trade policy, institutional 
change, and forestry privatisation. 




















As Project Director you will assist the Regional Director to 
support these programmes and to win new work across all of 
Sub-Saharan Africa. This is the company's most important 
region and this post offers a career at the highest level of 
development consulting. Successful candidates will need the 
qualities to win and lead major international development 
assignments, 


The Programme seeks individuals, who can teach international economic policy, 
with emphasis on macroeconomic issues in Asia, development economics, and 
economic diplomacy and governance. The applicant must also be comfortable in 
organizing and teaching in Executive Development Programmes aimed at the 
public sector participants. in addition to those who can teach in English, the 
Programme is also seeking individuals who are able to teach in Mandarin for its 
Chinese Programmes. 





Ability to teach in both English and Mandarin will be considered an asset, Please 


The post requires substantial practical experience in the region 
send your letter of application and vitae to: 


together with at least a Master level degree. 





If. you fit this profile please email your CV to Ms Deborah Chew Or mail to: 


: Administrative Officer Public Policy Prograrnme 
barbara.east@htsdevelopment.com quoting ref APD 00403 by Erat meibon shii National Unner of Singipons 
1 May 2003. AS7 Shaw Foundation Building Level 6 
S Arts Link 


HTS Development Ltd and P-E international Consultants 


. . Singapore 117570 
Ltd are Promar International companies 


We regret that only shortlisted candidates will be notified. 








‘Fre E UNIVERSITAT BOZEN 


LIBERA UNIVERSITA DI BOLZANG 


Free University OF BOZEN > BOLZANO 





The role of MRC is to sj arai and promote opaa in ali fields of sustainable development, 
ilization, management and conservation of the water and related resources of the Mekong Basin. 


C is looking for an international Staff to ioin the Environment Programme: 


quatic Ecosystem Specialist 


FREE UNIVERSITY OF BOZEN/BOLZANO 


The Free University of Bozen/Bolzano seeks nominations and applications for 


der the direct supervision of the Direct x ; iment Division, the Aquatic Ecosystem Specialist is the position of Rector. 

ponsible for aquatic ecosystem aspects f ronment Programme, in particular to activities 

ted to wetlands, ecology and environmen S/He will be responsible for ensuring that 

Kages between ecological components and social itural considerations are maintained and 

. “developed. Main duties will relate to identification, i Naluation and monitoring of important 

| wetian d to the integrated Flow Managemer (ties being conducted jointly by the f l sy : ; a" MR NE 

pall th hisp Ar Aole Programme. — T ndi studying on three University premises (Bolzano-Bressanone-Brunico) in the 
— province of South Tyrol (Italy), and offering degrees through its School of 


i 

| 

| 

| 

| 

i 

| 

i 

The Free University of Bozen/Bolzano was founded in 1997. It is an internationally 
1.. MSc. or PhD in freshwater ecology. freshwater ecosystems management or a related field | Economics and Management, Faculty of Education, Faculty of Computer Science 

I 

| 

i 

: 

| 

| 

| 


orientated centre of learning and research, with a student population of 1,700 


“Extensive experience in freshwater research including substantial field experience in tropical and Faculty of Design and Art, Teaching is characterised by tectüres held in 


developing countries 
perience in project management, including preparation of annual work plans and budgets, and the English, German and Italian. 


^:"use of logical frameworks for reporting, evaluating and monitoring 
` A record of technical publication including refereed papers in scientific journals 

Experience working with governmental institutions in developing countries is an advantage 
Experience in environmental management and natural resources management in river basins is an 
advantage 
Ability to work and cooperate in a multicultural, ‘and international environment 
Proficiency in written and spoken SURE is ee ee of one or more riparian languages is 
dasirable. 


The position is based in Phnom Penh with nati in the region seceded. Detailed job description or more 


information can be obtained at MRC website www.mrcmekong.org or at email address: 
mres@mremekong.org. Women are encouraged to apply. adl shortlisted candidates will be notified. 


The Free University of Bozen/Bolzano has the pleasure to invite applications for 
the position of: 


RECTOR 


The position of Rector is bound to a tenured professorship, and requires an 
individual of the highest calibre who will build on recent successes to further 
enhance the University's pioneering reputation, nationally and internationally. 
Further, more detailed information about the post, application requirements, 
nomination procedure and conditions is available on the University website 
http:/ /www.unibz.it/vacancies /rector. For informal enquiries please contact: 


+39 0471 315130. 


Closing date for application: 25 April 2003 = 


| . Application, including full detalis of qualifications, € and $ together with a passport- 
size photo and contact email address should be forwarded to: 7 5 


=. Mekong River Commission Secretariat 
x 1112, 364 M. V. Preah Monivong, Sangkat Phsar Doerm Thikoy, 
Econ po dbas ears The closing date for receipt of applications is Wednesday 30 April 2003. Please 
send applications to: The Free University of Bozen/Bolzano - Personnel Office 


for Teaching and Research Staff - Mustergasse/Via della Mostra, 4, PO Box 276, 


| 39100 Bozen/Boizano, Italy. 
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to make petm h ‘enquiries and take | 
appropriate advice: before sending money, 
incurring any expense or entering into a binding | 
commitment in relation to an advertisement. The 
Economist Newspaper Limited shall not be fiable 
io any person for loss or damage incurred or 
suffered as a result of his / her accepting or 
offering to accept an invitation contained in any 
1 advertisement published in The Economist. 


RE GREER RS LTE ME Sree iA a om ton d 


195,000 Ermpioyment VISAS Available! 
IZ PROPESSIONALG, ENGINEERS, ABOHITECTS, 
ACCOUNTANTS, PHYSICIANS, TEACHERS. ETC. 


. PROGRAM OFFICER - 
FOR MIDDLE EAST/NORTH AFRICA INITIATIVES 


Open Society Institute seeks Program Officer for its Middie East/North Africa Initiatives 
(MENA) dedicated to exploring possibilities for developing civil society in the countries 
of the region. Position will he based either in New York or Istanbul, Turkey. and will report 
to Director of MENA, 


ENR R ARSENE SR MRIS, 


TOP Positions, Salaries & Benefits. 
Visit us Online tor Job Opportunities! 
Affiliates (Recruiters) Needed! 


RRA 
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www. GreanCardSpeciaiists.com 
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RESPONSIBILITIES: Develop MENA grant-making portfolio; engage in related 
advocacy and public information activities; plan and develop annual budget: ensure US. 
and local legal compliance with regard to programmatie activities; monitor civil society 
and NGO development in priority sectors of the region, 

REQUIREMENTS: Advanced degree; min, 5 vears experience working in Middle 
EasUNornh Africa and with NGOs, international organizations, and/or grant-making 
institutions; complete Arabic fluency; excellent organizational skills. Competitive salary, 
benefits package. 

START: May/June 2003. 


Qualified candidates should send CV, cover letter to Open Society Institute, Human 
Resources - CODE MENA/PO, 400 West 59th Street, New York, New York 10019, Fax: 
(212) 548-4675. Email: vmoracho € sorosny.org. EOE. 
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Chair in International Relations 
Ref: 03/L0398 


The University is seeking to appoint to a newly created Chair in 
international Relations to be held in a new School founded on the 
merger of Politics and European Studies. The School, which will be 
formed in August 2003, brings together two highly successful units, 
each of which received a 5A in the last Research Assessment Exercise 
and which are targeted to play a key role in the implementation of 
the University’s recently approved Strategic Plan. 


The person appointed will be expected to build on existing research 
and teaching strengths as well as to offer broad leadership within 
an area that the School is ambitious to develop. Applications from 
outstanding individuals from any field of International Relations are 
welcome. Preference will, however, be given to candidates whose 
research and teaching interests fall within the following three areas: 
Security/Fareign Policy, Regional integration, international 

Political Economy. 


Applicants must have an honours degree, or equivalent, in a subject 
cognate with International Relations; at least five year's University 
teaching experience, including postgraduate teaching or supervision 
and evidence of having undertaken a leadership role in the 
development of an international Relations teaching programme. 
Applicants must also demonstrate a wide range of relevant 
administrative experience; significant research output of international 
excellence over career and in this RAE cycle; a clear research strategy 
for future publications and evidence of successfully obtaining 
external funding over career. Further criteria will be given in the 
further particulars for the post. 


informal enquiries may be directed to Professor Richard English in the 
School of Politics by e-mail at renglish@qub.ac.uk or telephone at 
+44/0 28 90273328. 

Salary will be determined in accordance with the appropriate 
professorial ranges as applied within the University. 


5.00 pm Friday 9 May 2003 


The University is committed to equal opportunities and to selection on 
merit. It therefore welcomes applications from all sections of society. 


Closing Date: 


Queen's University Belfast 
Personnel Department 


Belfast, BT7 1NN. 

Tei (028) 90273044 or 
(028) 90273854 
(answering machine: or 

Fax (028) 90911040 or Oor 

e-mail on personnel@qub.ac.uk 






Queens University 
Belfast 


The United States Agency for International Development Mission for 
Guatemala and Central American Programs (USAID/G-CAP! is seeking 
applications of qualified individuals interested in providing Personal Services 
Contract (PSC) services as described below: 


Under the supervision of the Chief of the Trade and Economic Analysis Office, the incumbent will 
be a key member of USAID/G-CAP Strategic Objective 5 Team (Regional Trade and Investment 
Program) and serve as the Mission's senior expert and advisor responsible for coordinating 
strategic planning and providing advice on issues related to all aspects of trade policy, and 
specifically those included in Trade Capacity Building (TCB) and related to Central America's 
on-going and planned trade agreements and negotiations. This will include substantial 
contributions to strategic planning, activity design and implementation, impact monitoring. 
periodic review of field activities, and liaison with regional partners and providing technical 
assistance to USAID hüateral missions. 


A Masters Degree in a trade policy related field such as Economics, Business, Law or Political 
Science with emphasis in trade and economic development. Demonstrated hands-on experience 
in free trade agreement negotiations, preferable related to USG negotiations, and trade analysis 
and policy-making and in trade issues, especially in the areas of industry, services, government 
procurement and intellectual property rights. A thorough understanding of Central American 
economic integration and development problems. 


A minimum of eight years of increasing responsibility iu an advisory capacity particularly in 
activities aimed at trade related capacity building in developing countries. A minimum ten years 
overall experience in developing countries of which four years in the Latin American and 
Caribbean region with experience in Central America preferred. Applicant should be fuent in 
English and Spanish, equivalent to an FSI Score of 4-4 for Spanish, 


Full scope of work and required forms available at: 
http://www,usaid.gov/about/employment/overnew.him, 


Inierested candidates should submit OF 612 
2003 nh» 

Local Address: 

USAID/G-CAP 

Executive Office 

t Calle 7-66, Zona 9 

01009 Guatemala 

Internet address: shernandez @ usaid.gov 


, "exume and salary history no later than COB April 30, 


International Address: 
USAID/G-CAP 
Executive Office 

Unit 3323 

APO AA 34024 





THE SCHOOL OF ECONOMIC AND 
SOCIAL STUDIES 


LECTURESHIP IN 
ECONOMICS 


Applications are invited for a fixed-term (one-year) Lectureship 
in Economics, available from 1 September 2003. 
Applications are welcomed from candidates with research 
interests in any area of economics, Candidates should be 
able to offer teaching in some of the core areas of the subject. 


Informal enquiries can be made to Professor Robin Cubitt 
on 01603 592066 or e-mail: R.CubittGuea.ac.uk Find us 
on the internet at http:/ /www.uea.ac.uk/soc/ 


The salary will be on the Lecturer B scale, £26,270 to 
£33,679 per annum, depending on qualifications and 
experience. As part of its commitment to recruiting 
and rewarding high quality staff, UEA has 
dispensed with the Lecturer A scale. 


Further particulars and an application form can 
be obtained from the Personnel Office, University 
of East Anglia, Norwich NR4 7TJ (Internet: 
http://www.uea.ac.uk/personnel/jobs/ or 
e-mail: personnel@uea.ac.uk or answerphone: 
01603 593493), to be returned by 28 April 
2003. Please quote reference number AC462. It 
is anticipated that interviews will be held in late 
May or early June. 





UEA is committed to excellence B education and research. | 
The Economist April 12th 2003 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS | 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive. rates currently available by a licensed professi ional firm. 


ASAIN ENSINA AE RHEIN DL SRR TRIOS, KES AE ISESI AT 


SCF )) ‘or OFFSHORE & UK COMPANIES @ the best prices contact us toda 


GROUP 
EST. 1989 j i í E LONDON: For immediate, friendly advice, please contact: 
LICENSED ÇO. a] af %0- o 2 cet Wee EA Helen Harper LL. B (Hons), Dip. Law, AQ! Janson Lotery B.Sc (Hons) 
& TRUST MANAGEMENT ser aie leet OR. E-mail: helen @scigroup.com | E-mail: janson@scigroup. com 


E ; ww.scfgroup. com Tel; -44 (8 20 7352 2274 Charles s Bake MAE 


Fax -- 44 ih 20 7795 0016 E-mail ¢ 


















































«= | CANADA... world of opportunity 


* incorporate in Delaware 
* U.S. bank accounts opened 
* Legal Delaware U.S. address | 
Delaware Business Incorporators, Inc. | 
Tai: 1 800 423 2993 (toll free) 
or +302 996 5819 Fax: 1 800 423 0423 
email inc_info@delbusine.com 
or Fax: 4302 996 5818 












l Tax Planning - Assets Protection | 


WWWw.akcanada.com Private & Corporate Banking 


Free offing consuiacen, 24 hour per diy, 7 days per week 


Abrams & Krochak 


Casadian lenigtation Lawyers 
25466 Morea Weren Soles 462, Toran. Üskaso, M48 181 
Fok. es (2) A16 482 3387 Fax, e» it $96 482 0647 






Call with confidence: 

















Write or send your manuscript to , 
ATHENA PRESS 
QUEEN'S HOUSE, 2 HOLLY ROAD, 


TWICKENHAM TW1 4EG. URK 
E-mail: athenabook@aol. com 
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aa Economic and financial indicators 





Overview 
Output, demand and jobs 


* " 0, 
The American labour market is deteriorat- “change on year ago 
























































ing, which may bode ill for consumer spend- GDP i e ie Mariela js ee = 
ing. In March, America’s payroll employment latest qt* — 2003 2004 latest latest latest yearago 
fell by 108,000 workers, andFebruary'sdrop Australia — ^ «30 Q« «16 +30 +36 +23 Q +54 ( 62Mx 64. 
was revised up to 357,00 from 308,000. Austria +22 03 +03 +10  -19  —-15 De +09 De — . 43 Mar — 40. 
Since March 2001, America's payrolls have Belgium —— — * 1.6 Q4 +08 +12 +22 - L6 feb * 35 Jn 117 Mat 10.8 - 
shed just over 2m jobs. The latest figures Britain — pre Ww utl io eer OI m 92 Nn o 5.0 Jan! 5.1 
were much worse than expected, although Canada — — «3.9 Q +16 +28 r33 Id. 596 Hh 73 Ma d 
the unemployment rate was still unchanged vote = oe aet 5 i ——— ENS : UR ESTE -- m 
eon i d rance +17 Q4 +0. +1. +2. + 1.0 Jan ~ 1.9 Dec .Qà Feb : 
at 5.8%, partly because ofa risein discour- Germany +05 Q4 -01 +04 +16 *0.2 Feb  +0.4 feb 10.6 Mab 9.6 - 
aged workers. such people, who have given Itay § +10 0 +17 +10 +20 — -15 n +19 Nw! 9.0 Jan 290 
Bp ENE ques ticle Curae qetcountedas a> -Japan — +28 0 +22 +07 +08 +42 fe  -02 fee 5.2 Feb 53 
employed. Netherlands — « 0.4 04 - 0.4 +06 +19 —  - 16 Feb — - 2.5 Dec  46feb* 37 
Spain +21 Q4 +14 + 2.1 +27 +25 Dec +25 Jan — 11.9 feb TEN 
In Canada, however, unemployment fell in Sweden +13 04 *12 417  *24 +37 Jan 4 +42 Feb — 45 Feb! 40. 
March to 7.3%, from 7.4% in February. Switzerland — * 0.8 06 +14 +08 +18 ^  -21 a  -28 Dec 39 Mart 26. 
| United States +29 Q4 +14 +22 +33 —  — -* 1.8 Feb — «2.1 Feb — 5.8 Mar — 5.7. 
Producer prices rose by 2.7% in the euro Euro area — — * 1.3 04 «0.7 +10 — «2.1 ^ *0.7 Jan — «2.7 Jan — — 8.7 Feb — 8.1.- 
areainthe year to Februa ry, and by 1.3% in *% change at an annual rate. tNot seasonally adjusted, tNew series. T TNov-Jan; claimant count rate 3.1% in Feb. SEU harmonised rate 


8.9% in March. **Dec-Feb, new series. 


Germany in the year to March. 






































In the year to February, industrial produc- cs and wages 
tion rose by 3.3% in Denmarkandbyo.2%in “ange on year ago ine Connan 
Germany. Consumer prices consumer prices forecast Producer prices Wages/earnings 
latest yearago 2003 2004 latest year ago latest year ago 
In Britain, manufacturing output chalked up Australia +30 Q4 +31 +27 425 +16 Q4 -07 +39 06 +49 
surprisingly strong growth in February, ris- Austria — — — * 17 feb +19 +17 +13 +20 Ma -03 +22 feb +25 
ing by 0.3%. Much of the growth was in ma- Belgium — — | * L8 Mar +27 +15 +14 *03 feb -06 +22 Q& +31 
chinery and equipment, which rose by 2.2% Britain — 8 — tae e SN A O 
after four monthsof decline. Industrialoute Smaa aoc 90 eo 019. 490. 007 «23 16. 8 Xn 97. 
. s Op Denmark * 2.9 Feb +25 + 2.3 + 2.0 * 1.7 Feb nil +39 Q4 +41 
put, a broader measure including utilities France ^ V28 Bb £20 £217 436 C28 hb Sle 4415 M x39 
and mining, rose by 0.7% in February. Germany +12 Ma +20 +11  *10  *13 Ma nil +26 Jan +23 
Haly — J(— — *27 Mar *25 — *23 — *19 — *28 Rb  -11 +21 Dec +28 
Retail sales in Japan fell by 0.2% in the year Japan -0.2 feb - 16  -06  -05  .-09 fb -26 +2.1 Feb -06 
to February. Netherlands — «27 Mar «37 +26 — «21 +51 Rb -26  *30 Fb *44 











Data on more countries, as well as currency tools, Euro area 42.4 Mar + 2.5 + 1.8 + 1.5 + 2.7 Feb - 1.1 +34 Q4 +32 
tables and charts for shares and indices worldwide aa e sae at, PUTET a a a e dedi pit 
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Money and interest rates The Economist commodity price index 




































































1995-100 | : 
Money supply* Interest rates % p.a. (Apr 9th 2003) : % change o 
% change on year ago - 3-mth money market 2-year 10-year gov'tbonds ^ corporate ape. Apcom ea "^ 
......Ratrow — broad — — latest yearago — gov'tbonds — latest — yearago bonds ^^ poirindex —— ^ ae one 
alia —  -118 — 3 +10.3 feb — — 4.80 — — 452  — 454  — 535  . —. 6.28 — 6.31 All item 75.1 75.8 -21 
Britain 0605 097 00. Oe TAR os ree c aor 5.23 606. Pob 005 $7 39 "09 ae 
ada c 37. «31.08, 118 —- 038. . 998. 78919. 872. Oe a = ee 
+87 410.46 Rb 2.75 3J0 —— 2.70 441 5.35 547 i oe P 
4144 41.8 Mar 002 0.03 0.05 O68 138 ( 0.84 — EO E 
*04 +52 Jan 3.39 4.21 3.62 4.73 5.55 pee a ts ELE Een 1s 
(nd — 412.9  « 87 Feb 0.30 1.60 0.31 — 253 . 344  . | 295. Medis. A V UE o 90 n 
‘United States + 38 — «63 Hb — 119 — 184 153 390 523 60 Stertingindex 
Bram! 103 918 2x 34 — gaa Sj 4m Miam 83 H3 eis A, 
— *Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4. TGermany for bonds. Benchmarks: US 30-year 4.90%, Japan Euro index 
No.248 0.68%. Central bank rates: US fed funds 1.25%, ECB refinancing 2.50%, BOJ overnight call 0.001%, BOE repo 3.75%. Sources: Allitems 90.6 ^. 93.4 o t14 -100 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbörsen, UBS Warburg, Global Insight, Westpac, Thomson Yen index 
Datastream. Rates cannot be construed as banks' offers. All items 94.5 96.7 +04 «02 
Gold 
Stockmarkets $peroz 335.00 — 32280 &— -8.0 + 8&0 
Market indices West Texas Intermediate 
% change on $ per barrel — 2975 — 2803 à— -23.6 *9.6 
2003 one record Dec 31st 2002 * Provisional. Í Non-food agriculturals. 
Apr 9th high low week high in local in $ 
font iin SAUL a A Dr S cess LLLUBJenCy terms — 
Australia (All Ordinaries) — — 2,915.7.— 3,049.6 — 2,673. —^ + 2.4 1. -15.2 ^ -20 + 4.8 
Austria (ATX) — — 1197.5 3 1,1202 — 1,120.02 +09 &— J311 +41 —*61 
Belgium (Bel 20) —  — 1,826.8 2,0741 ^ 1,426.06 +63  ——-504 &— - 98 -81 
Britain (FTSE 100) — —  — 3,861.44 —4,009.5 — 3,287.0 8^ «4 2.9 1 -443 ^ - 20  - 954 
Canada (Toronto Composite) — 6,414.5 — 6,837.3 — 6.2086 — —« 0.1 —— -437 —— - 30  * 44 
Denmark (KBX) — — à à 1688 — 173.2 — 1450 + 30 -440 — * 16 +35 
France(SBF250) — 1 1 1,9263 — 21448 1,6301 +49 ^ ^ -561 ^ - 62 -44 
OK (CAC40) — — 2,8880 32103 2,030 ^ * 53 ^  -583 —- 57 - 40. 
Germany (DAX) — — — — 27341 3,1573 2,030 ^ * 56 ^ -6621 —- 55 -37 
Italy (BC) — 110801 11424 ^ 9594 ^  * 41 ^ ^ -505 ^ - 11 +08. 
Japan (Wikia 225) 5076 603 7.8604 ài  -B3 6A 13. 
MAE M EEN. 801.2 865.4 — 760.31 ^ —* 05 ^ | 722 4 - 50 -565 
Netherlands (AEX) —  —.— 2781  — 337.3. 218.4 — + 49 — 7905 0: 713.8 -122 
__ 870.0 683.8 — 5768 .  * 44 —  -416 +57  *77J 
1428 153.4 à 1278 +22  .—-04.3 ^  - L6 +03 
viss Market) — 4,4728 — 4965.3 3,6754 ^ * 47 ^ ^ -468 ^  - 34 - 40 
| 81979 88426 7,5211 ^ - 11 ^  -301  - 17 - 17. 
 (S&P500) ^ — 866.0 ^ 9317 ^ 8007 ^ - 17  — -433 — - 16 - 16. 
(NASDAQ Comp) 1,356.7 — 14610 12715 — - 29 ^  -73.1 ^ * 16 +16 
EEurotop300)* — — 808.6 890.8 —— 6827 +38 -52.6 -56 -39 
SE Ebloc 100)* ^ 6823 757.2 ^ 5657 ^ * 4] ^ -560 -50 - 32. 
MER . 1718 8307 ^ 7108 = 02 -467 ^ & na -26- ace 
(Citigroup)? 5322 ^ 5517 — 518.6 -98  . 735 m *13. world inflows 





Trade, exchange rates and budgets 























Trade balance*, $bn Current account Exchange rate Currency units —— 
tatest 12 $bn The Economist poil trade-weighted! per per per per 
months latest 12 mths % of GDP, forecast 1990-100 $ £ euro — X100 
DO RR AE RERO RICE 2003 — — 2004 Apr9th  yearago — Apr9th yearago —— — 1 1 1 1 200?" 
EEUU E -177 Q4  -47  -39 ^J». .— 78.0 — 75.8 — 1.66 1.88 í 2.58 1.79 138 — 94 
Lt O4 De + 09 An — -0J -09 10175 1003 ^. 0.94 — 114  — 145 - 0.8 —  -16 
+164 Jan * 118 De +49 +49 10149 99.0 — ^ 094 114 ^ 145 ^ - 078 ^ mi 
1355 Feb 0 -13.1 d4  -18  Á»-16  X—. 99.7 — 107.3 0.04  — 0.70 &—  - 0.690 0.53 | 
ada —— — 847 Xn — — * 110 04 — «16 +17 ...80.3 75.8 — 147 159 ^ 2.28 158 122 ^ ^ Q0! 
Denmark + 8.1 laa + 5.1 ln +20 +149 1052 1017  — 6.95 &— 8.46 ^ 108 749 576 à A 2 
ance + 90 dn —— +273 Jn — *17 — *16 10489) 3101.6 0.94 — 114 &— 145 — - 0.8 «à 7097. 
Germany — +122.8 feb ——  * 46.9 Feb — * 1.9 —^ * 18 — 1 01.8 — 985 ^ 0.94 114 145 ^ -  0J8 ^. -37 
MR + 82 An — — - 88 hn — -04  -03 ^ 7455 725 ^ 094 114 445 ^ - 078 23. 
Japan o oo + 95.9 Feb — 7 *115.0 Feb +26 +29 X^. à1?9.9 1295 — — — 121 BI 187 H TANE ET 
Netherlands + 29.1 Jan — —  * 9.1 Q4 +32 Z +32 € 100.78 — 979 — ^ 094 114 145 ^ - 078 à -08 : 
Spain — 40.8 Jan - 171 De — -22  — -231 7609 742 ^ 094 114 o 145 = 078 ml 
Sweden —  — * 15.0 Feb — — 4 9.9 De +36 — *35 .— 3— 796 0765 i 8.55 —— 10.3 13.3 9:22 7.09 47. 
Switzerland — + 4l Feb +320 Q4 +112 +114 — — — 115.0 — 1123 —^ à à 139 167 — 2.16 150 115 — 
United States —  -495.8 Jan — -503.4 Q4  — - 5.4 ^ - 5.3  — ^ 1086 — 1226 — 1 -  - 155 108 2083 A.  -3 
Euro area + 95,5 Jan + 53.5 Jan + 0.8 + 0.8 87.0 78.1 0.94 1.14 1.45 - 0.78 


E Eee pee mime ine i ei iR Mira ARR es nme turn nn E O i Esteri ra RE rr i da ela reanimation eee SE See tc Sth aaa 


*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. TBank of England except SIMF January average. OECD estimate. 


f| Emerging-market indicators _ 


Overview 


As the outbreak of SARS (Severe Acute Respi- 
ratory Syndrome) worsens, the outlook for 
Hong Kong's economy darkens. Retail sales 
by value fell by 12.4% in the year to Febru- 
ary, beforethe outbreak began. Sincethe 
SARS crisis hit, retail sales have fallen by 
50%, according to industry groups. 


Driven by higher oil prices before the Iraq 
war, Chile's consumer-price inflation ran at 
4.5% in the year to March. 
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Economy 
% change on year ago E Latest 12 months, $bn - Foreign 
GDP Industrial Consumer Trade Current reserves* 
production prices balance account $bn, latest 
ching O oo +81 s +16.9 Mar +02 Feb +23.9 Feb +17,4 2001 309.2 Jan 
Hong Kong +50 a —— -92 Q — -20 fe -79 Fe +138 OK 113.6 Mar 
India +26 0 +64 hn +39 fb —  - 82 fb +45 d 711 Ma 
Indonesia — — ice La — Bg dn. e LI Mu, .. 0505 Rb ca 311 e. 
Malaysia —  — £56 0. — -09 feb — *16 Rb — +143 Fb +73 Q 365 Feb 
Philippines — —$* 58 a — -*49 Jm — : * 2.9 Ma — + 007 Xn — *6.1 Sep —— 12.9 Ma 
Singapore —  — « 15 0: — 14 feb — OG feb — — 10.7 feb — 418.) 04 — 83.5 Ma 
South Korea —  * 6.8. Q« — — «102 Feb — * 4.5 Ma — — *7.7 Ma — * 5.1 Feb — 123.9 Feb. 
Taiwan +42 06 410.1 Fb — - 0.2 Mar — «162 Fb +25.8 06 — 166.3 Feb 
Thailand +61 04 412.8 Feb + 1.7 Mar * 48 Feb — 4 8.3 Feb 37.9 Feb 
Argentina — -3.6 0 *123 feb — 24317 Ma — — «160 Fe — «8.9 %4 — 10.3 Feb 
Brazil +34 Mt 28 Xn —— 3159 feb «—— +16.0 Mar — - 5.5 Feb — 38.6 Jon 
Chile — — à *32 Q0 *7.8 fb — *45 Ma + 2.3 Feb — - 0.6 04 — — 16.5 feb 
Colombia +20 œ + 5.6 De —— «7.6 Ma mil pee — - 15 0s 109 feb 
Mexico +19 0Q — *03 Jmn +56 Mar -69 fe -14.5 a4 52.0 feb- 
Peu ooo +46 nn +40 Jn +28 fe — +03 Jn -11 0 93 n 
Venezuela -16.7 Q4 ~64.8 Dec +34.1 Mar +13.9 Q4 +7.6 04 8.6 Dec 
Egypt — 53.1 0x! + 4.2 2002! + 3.0 Dec = 7.8 Dec — * 0.5 a4 13.2 Dec 
Israel #13 0 +43 de +51 fb — -55 feb — -21 Q4 237 Mar) 
South Africa + 30 a +04 feb —  v125 fe — — * 3.9 fe +03 0 — 6.1 fe 
Turkey *11.4 Q4 * 44 Feb *29.4 Mar -16.0 Jan  - 1.3 Dec 29.2 Jan 
Czech Republic — « 1.5 Q4 —— ia € 1108 Mar 0-09 Fe 235 QM . 26 Feb 
Hungary — — «37 0 +15 fee — *45 Fb — - $6 feb -27 Xn 130 te. 
Poland —  — — *21 06 +41 Fb — «05 Rb —  -102 fe -63 Feb — 30.7 feb 
Russia *43 0 * 6.5 Feb *14.8 Mar +50.2 Feb — 438.3 Q1 49.3 Feb 
*Excluding gold, except Singapore: IMF definition. fYear ending June. ÍNew series. 
Financial markets 
Currency units Interest rates — Stockmarkets * change on 
per $ per£ short-term Apr 9th Dec 31st 2002 
Apr9th yearago Apr 9th % p.a. one in local ins 
week currency terms 
China 8.28 8.28 12.9 na 1,614.7 * 1.5 + 13.8 + 13.8 
HongKong 7.80 7.80 . 121 139 8,636.9 -08 - 73 -74 
Inda 474 489 737] 5.47 34043 +08  - 70  - 59 
Indonesia 8,865 9,580 13779 1191 4303 «81 + 13 + 22 
Malaysia — — 3.80 3.80 — 591 330 6344 «09  - 18  - 18 
Philippines 52.6 — 509 817 ` 11.18 — 1,0056 +42 + 76 +92 
Singapore 1478 184 277 069 1,2929 -05 | - $6 = 62 
South Korea 1,250 1,324 1,943 469 569.5 449 - 93  - 139 
Taiwan 348 34.9 54.0 140 45314 +52 + 19 + 20 
Thailand — 43.1 43.5 66.9 175 3762 +36 + 55 + 56 
Argentina 2.93 2.76 4.55 8.60 564.6 +0.5 + 7.5 + 23.6 
Brazii 317 2.27 493 26.2 117589 -10 + 44 «164 
Chile — — — 721 641 1120 252 541469 +16 + 25 + 25 
Colombia 2,917 2,256 4534 7.68 | 165724 «40 + 30 + 13 
Mexico — 1075 904 167 756 I4 dd A... a cm bd 
Peru 347 344 5.39 — 3.94 1,642.5 *35 s 180 «197 
Venezuela — 1,598 891 2,484 26.26 85161 -09 + 63 -78 
Egypt 5814639038 9 13.59 — 6,720.2 *35 +251 = 03 
Israel 4.64 4.75 7.20 5.82 372.4 +4.1 + 12.0 + 14.8 
South Africa — 7.9 112 123 1355 7,8724 -05 -151  - 77. 
Turkey 1,640,500 1,301,000 2,549,993 42.00 10,8862» «110 + 50 + 62 
Czech Republic — 29.3 34.5 45.6 2.41 505.9 *1.1 + 9.8 + 12.6 
Hungary — 229 276 355 6.54 718870 +38 + 11  - 05 
Poland = 3.99 409 6.200 5.95 1450.3 *43 « 10  - 29 
Rusia — 313 312 48.6 1800 37086 +21 +> i11 +33 
EMF(MSCI)" — 100 — 100 — 155 ma ^ ^ 32835 ^ «27 ^ m  - 29 
EMBI«T 1.00 1.00 1.55 na 250.6 0.5 na + 95 


*Emerging Mkts Free, Tee. Morgan Chase's Emerging Mkts Bond Index Plus. 1 In $ terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream; Economist Intelligence Unit; Reuters; J.P. Mor- 
gan Chase; Hong Kong Monetary Authority; Centre for Monitoring Indian Economy: FIEL; EFG-Hermes; Bank Leumi Le-Israel; Standard Bank 
Group; Akbank; Deutsche Bank. 
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ant returns from solid foundations? 


In times of uncertainty., you want a secure of selected Asian markets. Whats more. a 


return from vour savings and ideally the lock-in feature captures and protects 


potential of higher returns, Using HSBC growth carned each vear. 





worldwide research capabilities and specialist EE Fund 

* Nasdaq Bonus Fun 

local market knowledge, we have developed M 
Vy 
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two new funds, which give you a minimum Gives you a minimum return of up to 











return over the next five years. Stock market 
links also ensure you have even greater 


growth potential: 


¢ Asia Annual Growth Fund 


Offers you a minimum return of up to LEP.” 


and the opportunity to gain even higher 
returns from annual bonuses, which can be 
increased or reduced by the performance 


112.8°%* and the potential to double vour 
money from the Nusdaq-100 Index". 
This is based upon an initial bonus of 
100. which only reduces by any monthly 
falls in the index during the five vear 
investment term. 


This offer must close on 17 June 2003, So act 
now and ask us for a brochure today. 
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Oracle Procurement—a part 
of the E-Business Suite. 
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Building a new Iraq 
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President George Bush said 
victory was “certain but it is 
not complete” in the war in 
Iraq after American troops 
took control of Tikrit, home 
town of Saddam Hussein. The 
last important strategic prize 
fell with little resistance de- 
spite rumours that elite forces 
loyal to Saddam would make 
a last stand there. 


Mosul and Kirkuk, in northern 
Iraq, fell to Kurdish fighters 
backed by American special 
forces. After Turkish protests 
the Kurds withdrew, allowing 
American forces to assume 
control of the two cities. 


Many Iraqis celebrated the fall 
of the old regime with a loot- 
ing spree. Coalition forces 
stood by while government 
buildings, then shops, hospi- 
tals, banks and museums 
were ransacked. Order began 
to return as some 2,000 Bagh- 
dad police officers went back 
to work and patrolled along- 
side American troops. 


American-sponsored talks on 
the creation of a post-war ad- 
ministration began in Nasi- 
riya, south of Baghdad. 
Representatives of Sunni, 
Shia, Kurdish and monarchist 
factions began the long and 
complicated task of brokering 
a deal between Iraq’s fractious 
ethnic and religious groups. 
Iraq's main Shia group stayed 
away. 


America accused Syria of 
helping the Iraqi regime dur- 
ing the war, offering refuge to 
fugitive Iraqis and developing 
chemical weapons. Syria de- 
nied the claims but America 
threatened economic and dip- 
lomatic sanctions. 


The leaders of Europe’s three 
countries whose govern- 
ments have been most hostile 
to the war in Iraq—France, Ger- 
many and Russia—met in St 
Petersburg and reiterated their 
call for the United Nations to 
oversee the administration of 
Iraq. The Germans later 
sounded keenest to repair re- 
lations with America and Brit- 
ain. France’s president, 
Jacques Chirac, had a chat (by 
telephone) with George 
Bush-their first for more than 
two months. 


American forces in Baghdad 
captured Abu Abbas, the 
leader of a Palestinian group 
that seized an Italian cruise 
ship in 1985, killing an Ameri- 
can tourist in a wheelchair. Mr 
Abbas had renounced vio- 
lence in the 1990s, apologising 
for the crime. 


China comes clean 





China at last admitted that 
SARS, a pneumonia-type ill- 
ness first seen in the province 
of Guangdong, was spreading 
and started a campaign to 
scrub down public transport 
and office blocks to kill the vi- 
rus. So far 3,300 people have 
been infected in 24 countries 
and 154 have died. Nine peo- 
ple died of sans on one day 
in Hong Kong. 


North Korea abandoned its 
demand that any talks on its 
nuclear programme should be 
solely with the United States. 
American, Chinese and North 
Korean diplomats plan to hold 
talks next week. 


In an unusually warm com- 
ment on Aung San Suu Kyi, 
Myanmar's democracy leader, 
the country's military govern- 
ment said it "has complete 
trust" in her "commitment to 
ensuring the smooth and sta- 





ble development of Myan- 
mar". Talks between the two 
sides are expected to follow. 


Japan faced possible power 
cuts this summer as many of 
the country's nuclear reactors 
were shut down for safety 
checks. This follows a number 
of accidents and safety lapses. 
Fossil-fuel plants will replace 
some of the lost power, but 
are likely to be overstretched 
by the widespread use of air- 
conditioners in high summer. 


Crackdown in Cuba 

More repression in Fidel Cas- 
tro's Cuba. Days after 75 dissi- 
dents were sentenced to long 
jail terms, three men accused 
of hijacking a ferry in a failed 
bid to escape to Florida last 
week were shot by firing 
squad after summary trials. 


Negotiators from Venezuela's 
government and the opposi- 
tion reached a “pre-agree- 
ment" to hold a referendum 
on Hugo Chávez's presidency. 
But the government has yet to 
sign the agreement; a bomb 
later damaged the building 
where the talks were held. 


The Liberals won a surpris- 
ingly decisive victory in Que- 
bec's provincial election, 
ending nine years of rule by 
the separatist Parti Québécois. 
That makes Canada “a stron- 
ger place" said Jean Charest, 
the victorious provincial Lib- 
eral leader. 


Half measures 

Congress agreed a budget ef- 
fectively halving George 
Bush's tax cut to $350 billion; 
the White House vowed to 
fight on. But Congress did ap- 
prove $79 billion of extra 
spending for the Iraq war. 


Surprise party congress 

Facing opposition from within 
his Social Democratic Party to 
his reform plans for the Ger- 
man economy, Gerhard 
Schróder agreed to a special 
party congress on June 1st. 


The EU's 15 member countries 
and the ten newcomers due to 
join next year were due to 
meet in Athens to sign a treaty 
of accession. 


In Hungary's referendum on 
EU membership, 84% of those 
who voted said yes—but only 
46% of those on the register 
bothered to vote at all. 


Finland's politicians agreed 
on à new coalition govern- 
ment, to be headed by Anneli 
Jaatteenmaki, leader of the 
conservative Centre Party, the 
main gainer in last month's 
general election. The narrowly 
defeated Social Democrats 
will take part, as will the small 
Swedish People's Party. 


Malta's voters re-elected the 
Nationalist Party, a month 
after their referendum vote 
backing its support for EU 
membership by 54% to 46%. 


Fair(ish) election 





Some pretty odd goings-on 
notwithstanding, Nigeria 
held a successful parliamen- 
tary election. The ruling party 
of President Olusegun Oba- 
sanjo, who himself will be 
running for re-election next 
weekend, was on course for a 
convincing win. 


Thabo Mbeki gave the South 
African government's formal 
response to the Truth and 
Reconciliation Commission's 
report. The report recom- 
mended setting up a $385m 
compensation fund for vic- 
tims of the apartheid era, 
partly financed by a wealth 
tax on business. Mr Mbeki 
sharply scaled down pay- 
ments to victims and rejected 
the idea of a wealth tax. 


Sierra Leone, which has set 
up its own Truth and Recon- 
ciliation Commission, held its 
first hearings. The commission 
will take testimony from some 
700 survivors from the coun- 
try's decade-long civil war 
which ended in 2001. 
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Business 


The Securities and Exchange 
Commission picked William 
McDonough as head of the 
new accountancy regulator. 
The head of the New York 
Federal Reserve Board for the 
past decade, his tricky task 
will be to re-establish confi- 
dence in the profession. 


. Citigroup announced that 
 first-quarter profits had fallen 
by 15% compared with a year 
ago to $4.1 billion despite 
America's leading financial- 


"Services conglomerate benefit- 


ing from thriving retail bank- 
ing. Meanwhile, Bank of 
America profits rose by 11% to 
$2.4 billion. 


J.P. Morgan Chase is likely to 
face legal action for its role in 
helping Enron to disguise its 
debts. Merrill Lynch and Ci- 
tigroup have faced scrutiny for 
assisting the failed energy 
trader; Merrill recently paid 
$80m to settle with regulators. 


Brave new WorldCom 
WorldCom announced plans 
to emerge from Chapter 11 
bankruptcy. It appointed a 
new chief financial officer, re- 
branded itself as MCI, the 
name of its retail long-distance 
operation, shifted its head- 
quarter from Mississippi to 
Virginia and agreed to pay 
creditors a third of what they 
are owed. 


Microsoft added a little cheer 
to the embattled technology 
sector, reporting that profits 
for the latest quarter were a 
shade higher than a year ago 
at $2.8 billion. 


General Motors exceeded 
expectations with a profit of 
$1 billion in the first quarter, 
up 26% on a year ago, after a 


healthy performance at its car . 


businesses. 


An American judge cut by 
half a $12 billion bond that 
Philip Morris must pay into 
court to appeal against a $10 
billion award made to smok- 
ers in a class-action suit. The 
let-off will allow the tobacco 
giant to give $2.6 billion to 
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American states as part of a 
1998 deal by tobacco firms to 
pay $246 billion to settle 
claims; Philip Morris claimed 
that it could not afford both. 


Waging war 

Institutional shareholders at- 
tacked Britain's “fat-cat” 
bosses. The National Associa- 
tion of Pension Funds, which 
controls a fifth of the stock- 
market, criticised executives at 
Barclays Bank, Reuters and 
Shell, among others, for their 
excessive pay packets and 
urged members to put pres- 
sure on companies to curtail 
such extravagances. 


Grundig, a German electron- 
ics company famed for its ra- 
dios and tv sets, filed for 
bankruptcy. It pulled the plug 
after years of losing out to 
cheaper Asian manufacturers. 


mm0O»2, British Telecom’s de- 
merged mobile-phone busi- 
ness, pulled out of the Nether- 
lands, selling its operation 
there for just €25m ($27m). 
mm0O2 said that it would take 
a charge of £1.4 billion ($2.2 
billion); the fate of its strug- 
gling German operation could 
be decided soon. 


Fear of flying 
Asian airlines suffered more 
misery as panic over SARS 


spread. Cathay Pacific's shares 
fell after a leaked memo sug- 
gested that it would ground its 
fleet next month if the SARS 
epidemic caused business to 
deteriorate. 


Pilots at American Airlines 
agreed on a wage cut of 
$660m a year; mechanics 
agreed to forego $300m. But 
flight attendants postponed 
their decision, leaving the fate 
of the airline in doubt. Conti- 
nental Airlines reported a 
first-quarter loss of $221m. 


That's LIFFE 

Sir Brian Williamson said that 
he would quit as executive 
chairman of LIFFE, the Lon- 
don derivatives exchange, at 
the start of July after five years 
in the post. He will remain on 
the board of Euronext, the 
European exchange that 
bought LIFFE in 2001. 


The Chicago Board of Trade > 
jealously guarded its position 
of pre-eminence in American 
government-bond trading by 
threatening to ditch its clear- 
ing house, the Board of Trade 
Clearing Corporation. Its of- 
fence: talking with Eurex, a po- 
tential rival to CBOT, about 


clearing services as it attempts 


to cut over- reliance on the 
Chicago exchange as a source 
of business. 
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Bucking the global trend, the _ 
Bank of Canada raised its key 
interest rate by a quarter i 
point, to 3.25%. 


Deal-making 


Economic uncertainty de- 
pressed the value of buy-outs 
in Europe for the first time 
since the beginning of the 
1990s. Despite some big head- 
line-grabbing deals, private- 
equity firms spent just €53.7 
billion ($50.5 billion) in 2002, 
a fall of 21% compared with 
the year before. 


Britain's thrifty cannabis 
smokers grow perhaps half 
their supplies at home, accord- 
ing to a new report. The many 
(legal) suppliers of equipment 
and seeds for such domestic 
horticulture allow greenfin- 


 gered puffers to sidestep tradi- 


tional “retailers”. 
Other economic data and news 
can be found on pages 88-90 
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Rebuilding Iraq 


How to win the peace 


OW that the war in Iraq is 

(more or less) won, let at- 
tention turn urgently to win- 
ning the peace. There are three 
main tasks: to repair the damage 
done by the war to the United 
Nations, and in particular to re- 
lations between America and 
France, Germany and Russia; to secure a lasting solution to the 
dispute between Israel and the Palestinians, which is some- 
what likelier now that the threat posed by Saddam Hussein to 
Israel is gone; and, above all, to reconstruct Iraq. 

Although the stated aim of the war was to disarm Iraq of its 
weapons of mass destruction, nobody, least of all the Ameri- 
can-and-British-led coalition that now controls the country, 
should have any illusions: how history judges this war will 
depend largely on whether Iraq’s people have been liberated 
to live a life unambiguously better than that under Saddam 
Hussein. Allow Iraq to muddle miserably on, and its vast oil 
wealth to fall into the hands of another corrupt, brutal regime, 
and it will become a symbol of the failure of the West, above 
all of America, to live up to its promises—and a powerful re- 
cruiting tool for the enemies of freedom. Create a prosperous 
democracy, and the resulting shock and awe could change the 
Middle East far more than sanctions or military force. 

But nobody should underestimate the difficulty of coun- 
try-building. In Iraq, the tensions between the occupying co- 
alition and certain other powerful nations may make the task 
harder, adding extra uncertainty about the role of interna- 
tional bodies such as the UN and World Bank, which have 
plenty of experience of how to—and especially how not to—go 
about reconstruction. You need look no further than, say, Ger- 
many, Japan and Poland to see that regime change, whether 
by military or by peaceful means, can be followed by a suc- 
cessful revival of the country. But, to succeed, those who will 
rebuild Iraq must learn the lessons of past reconstructions, of 
which there are many (see pages 17-19). 





Towards Iraqi rule 
The rebuilders, above all, have to understand that political 
and economic reforms are inextricably intertwined. One can- 
not succeed without the other. On the political front, countries 
abhor a power vacuum. Although the creation of a democratic 
system is one of the main goals of reconstruction, establishing 
effective governance, and fast, matters just as much. Order has 
to be restored rapidly; there should be zero tolerance of looting 
and other crime. In countries such as Iraq with strong ethnic, 
tribal and religious divisions, unless it is made clear from the 
start that everything possible will be done to try to hold the 
country together, the chances are that it will not stay together. 
This need not rule out a decentralised confederation—in Iraq 
this may be essential, not least to keep the Kurds on board—so 
long as local autonomy does not destroy the viability of the 
whole. The alternative may be having to cope with a tragic 
and bloody fracture, like Yugoslavia's after the death of Tito. 
The need for effective government should be at the fore- 


front of the debate about what roles should be played in Iraq 
by the occupying coalition, other countries and international 
bodies. It would be good to have broad international backing, 
including the UN’s, for the reconstruction process—not least 
for the technical expertise that comes with it. But not if the 
price is a power vacuum. Better effective coalition-led transi- 
tional administration in Iraq than weak uN-led rule. 

The same reasoning should apply to the role played by Ira- 
qis in government. To add credibility and to tap local exper- 
tise, a representative group of Iraqis-not just Pentagon favour- 
ites such as Ahmed Chalabi-should soon be involved in 
decision-making. A series of "big tent" meetings, starting this 
week in Nasiriya, is a good first step towards creating a bal- 
anced interim administration, and no effort should be spared 
to get sceptical groups to participate. Even so, it may take some 
time for Iraqis and their leaders to learn the mutual tolerance 
and self-discipline of democratic government. Handing over 
full power before those leaders are ready to use it would be an 
error, with potentially disastrous consequences. 

Iraq's rebuilders face a tricky challenge in balancing the re- 
alisation that all this takes time against the risk that the passing 
of time may undermine faith in the transition to democracy. 
They can learn from Bosnia, where the transition to self-rule 
has been smoothed by the uw high representative's occa- 
sional vetoing of decisions by local elected officials. 


Don't forget the economy 

Economic reform should begin right away. Some of what 
needs to be done, including the sequencing of reforms, is now 
better understood-not least due to the different experiences 
of former-Soviet-block countries after the fall of communism, 
which demonstrated the need to have an effective legal system 
and working institutions of state before embarking on big 
structural reforms such as privatisation. Iraq's organs of state, 
though tainted by Saddamite rule, are quite modern-cer- 
tainly compared with, say, Afghanistan’s—and may well be a 
viable basis for building an effective system of administration. 

Iraq needs a new currency, partly as a symbol of regime 
change. And, because symbols matter, it would be foolish 
simply to adopt the American dollar, as some propose. For the 
sake of monetary stability, however, the new currency should 
be fixed to the dollar, or to a basket of dollars and euros, for a 
few years, perhaps through a currency board. 

What of foreign aid? Unlike in many countries under re- 
construction, this ought not to be Iraq's greatest need, thanks 
to its oil. But managing Iraq's oil in the best interests of its peo- 
ple may be the most necessary and contentious aspect of re- 
construction. Any policy must tackle two great fears—that the 
oil will be expropriated by, on the one hand, Iraq's new lead- 
ers (much as in Russia after communism) or, on the other, the 
occupying powers, above all America. Serious debate about 
what to do should start now, for the answer is not obvious. 

One option that may emerge as the best is to put Iraq's oil 
under international-not just American-trusteeship until an 
Iraqi government proves it can manage it. To temper the 
nationalist protests that would greet such a policy, it would be » 





> wise at once to pay some cash out of oil revenues to every 
Iraqi. (Indeed, this would be wise in any case.) Also, interna- 
tional administration of oil should be linked explicitly to ac- 
tion on easing Iraq's foreign-debt burden. 

Regardless of how the oil reserves are managed, this debt 
burden needs to be reduced quickly to manageable levels, by a 
mixture of rescheduling and forgiveness. And, surely, Iraq's 
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huge war-reparations bill, dating from the invasion of Kuwait, 
should be cancelled, just as Keynes argued should have hap- 
pened to German reparations after the first world war. Given 
the scale of the challenge of reconstruction, and the huge prize 
for getting it right, could there be a greater folly than for the 
new Iraq to start life weighed down by the financial burden of 
the sins of Saddam Hussein? m 





America and Syria 


From Baghdad to Damascus 


George Bush has no reason to make war on Syria 


ARELY had the Bush admin- 

istration rid itself of one un- 
pleasant Baathist dictatorship 
than it appeared to be beating 
the drums of war against the 
other. On April 14th, the day 
America announced that the 
war in Iraq was in effect over, 
the White House, the Defence Department and the State De- 
partment all fired a fusillade of rhetorical shots towards Da- 
mascus. Syria was “a rogue nation" that sponsored terrorism; 
it had developed chemical weapons; it was helping Saddam 
Hussein's henchmen escape. America was considering "stern 
measures". Syria's leader, Bashar Assad, should "seriously 
ponder the implications of [his] actions." 

This verbal battering of Syria has made even some of 
America's closer friends in Europe scratch their heads in puz- 
zlement. On the same day that the Bush administration sent 
off its warnings, a British foreign-office minister was to be 
found sipping tea with Mr Assad, a young leader whom Tony 
Blair had hoped to push in a liberal direction. Mr Blair fended 
off questions in Parliament about Damascus being the next 
target. Spain's José María Aznar was quick to say that he 
counted Syria as a friend. 

It is no wonder that America's allies are nervous. Mr Blair 
and Mr Aznar, and many others who took political risks by 
supporting the Iraq war, have spent months telling sceptics at 
home that Iraq was a one-off. Saddam was not just any old 
dictator, running any old regime of which America happened 
to disapprove. He had also put himself and his country well 
outside the law by violating the ceasefire he signed after in- 
vading Kuwaitin 1991 and ignoring umpteen Security Council 
resolutions instructing him to give up and stop seeking weap- 
ons of mass destruction. 

Iraq, in short, was a special case. As far as America's Euro- 
pean allies are concerned, the idea that Iraq might be the first 
of a series of wars, in which America gallivants around the 
world knocking down unfavoured regimes such as Syria's is 
not supposed to be part of the plan at all. 

Fortunately, it does not seem to be. The idea that President 
Bush is seriously considering military action against Syria has 
little substance. Indeed, on April 15th Colin Powell, America's 
secretary of state, said as plainly as he could at a press confer- 
ence that America had no list of next targets and no war plans. 
On the other hand, the administration has plainly made a 
careful decision to use its new power in the region to pile the 
pressure on Syria. Is this pressure useful? 





Syria is a dictatorship. But it is a less terrible one than Iraq 
was under Saddam Hussein. Its new president has so far had 
no need to employ the sort of bloody repression (including the 
notorious killing of between 10,000 and 30,000 civilians at 
the city of Hama in 1982) which his father turned on internal 
dissenters. Nor does Syria pose a large external threat. Its army 
is no match for Israel's, and it is hemmed in by other powerful 
neighbours such as Turkey and (now) American-occupied 
Iraq. Despite vigorous denials this week, it is widely believed 
to possess chemical weapons and the missiles that could de- 
liver them. But unlike Iraq, which the Security Council prohib- 
ited from owning such weapons, Syria is legally entitled to 
own them if it wants to. And since Israel is an undeclared nu- 
clear power, it may very well want to. 

In short, Syria is neither a large strategic threat, nor has it 
put itself, as Iraq did, on the far side of international law. An 
American war on it would not be justified, and would not be 
seen as justified by Arabs or anyone else. 


Buttalking tough might help 

There should be no new war. But this does not mean that 
some American heavy-breathing might not have a salutary ef- 
fect on Mr Assad. It might, for a start, persuade Syria's dictator 
that it would be a grave mistake to meddle in post-war Iraq, in 
the hope that he might spoil America's efforts to create a new 
democratic regime there. Rebuilding Iraq will be hard enough 
without the interference of outside wreckers. This week's bar- 
rage of threats from Washington will have been worthwhile 
even if its only achievement is to stop Mr Assad letting volun- 
teers cross into Iraq to fight the Americans. 

Beyond this, America does seem utterly serious about its 
desire for Syria to stop its support for terrorist groups, such as 
the Palestinian Hamas and Hizbullah in Lebanon. Mr Assad, 
of course, protests that these organisations are not terrorists 
but resistance movements. He likens Hamas's suicide bomb- 
ings against Israeli citizens to France's resistance against the 
Nazis. Be that as it may, a feature of these groups is that their 
stated desire is the destruction of the Jewish state, not the two- 
state solution for Palestine which Mr Bush now promises to 
promote with renewed vigour. 

Although Syria poses no great strategic threat, it is a past 
master at playing the spoiler in Israeli-Arab peace negotia- 
tions, especially when it fears the Palestinians are in danger of 
cutting a deal withoutit. It does no harm, as America begins to 
rebuild Iraq and turn new attention to Palestine, for the lonely 
Baathist in Damascus to be put on notice that, after America's 
victory in Iraq, the rules of the game have changed. m 


Spain's political infighting 


Cool it 


In the wake of Iraq, verbal warfare has gone too far 


E HAS been an effective 
prime minister. Since 1996, 
José Maria Aznar has helped to 
free and pep up the economy. 
He has worked, with success, to 
enhance Spain’s place in Europe 
and the world. He has bravely 
| j defied voters, to support the Iraq 
war. Yet in these past 12 months before he plans to step down 
from his post, at next year's general election, Spain's public life 
is being debased, with help from his Socialist and far-left op- 
ponents but, not least, from himself. 

The war in Iraq is one reason: 90% of Spaniards opposed it. 
Another is a growing debate about regionalism: how far can 
Spain let some of its 17 regional governments have more 
power, at the risk of its own integrity? Atthe extreme, how can 
it defeat the Basque-separatist gunmen of ETA? The context is 
electoral: even before next year's big vote, next month all 
municipalities and 13 regions go to the polls. And, say the poll- 
sters, the war has put the Socialists ahead. 

You would expect some heated invective, and such there 
has been. Mr Aznar has often shown an authoritarian streak; 
in particular, he tends to treat non-violent Basque nationalists 
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almost as terrorists. In the fierce debate about Iraq, he has 
come close to taking a similar line about those who oppose the 
war. They have hit back in kind. One leading Basque far-leftist 
has called the war-supporting Mr Aznar himself a "terrorist". 
To the Socialists' leader, José Luis Rodríguez Zapatero, "the 
only thing he likes about democracy is power”. 

What's the harm in this? Well, Spain is not Sweden: it 
emerged from nearly 40 years of dictatorship only in 1975. And 
there are old fissures in society that still lie close beneath the 
surface. This is not a place where one should blithely say, as 
Mr Aznar has, that his Socialist opponents’ ideas on Iraq are a 
danger to the state. Conceivably, they might be; and, true, he 
named the ideas, not the party. But do not expect voters to 
notice that subtlety, any more than they were invited to in 
Franco's days. No more is it wise, as the Catalan Socialists' 
leader has, to liken Mr Aznar's efforts to win public support for 
the war to the view of Hermann Góring that, of course, the 
public do not want war, but under any form of government 
you can get them to back it by telling them they are being at- 
tacked. There is nothing specially Nazi about that. But there are 
decencies to be observed. Mr Aznar is no lover of dictatorship. 
His critics could usefully remember that; he could avoid giving 
them any excuse for forgetting it. Spain would be the gainer. m 





Corporate governance 


Open the club 


Many bosses think that they are scrutinised enough. They are wrong 


N BOTH sides of the Atlan- 
tic, the air is full of out- 
raged squeals as regulators 
tighten the rules on corporate 
governance. In the United 
States, companies are lobbying 
: energetically against a proposal 
j -4' by the Securities and Exchange 
Commission to review rules that discourage shareholders 
from nominating directors to corporate boards. The sec has 
received 474 letters of protest against such a change since the 
start of last October, more than it usually gets in a year. In Brit- 
ain, there has been an outcry against a new code of gover- 
nance proposed by Derek Higgs, an investment banker. 

Some of the grumbles are justified. Putting all shareholder 
proxy proposals to the vote would be formidably expensive; 
and the code advocated by the Higgs report is too didactic, 
with too much emphasis on rules rather than principles. On 
the other hand, many companies are behaving as though cor- 
porate governance has already reached perfection, and any at- 
tempts to change it must cause harm. 

That is unreasonable. For instance, the job market in board 
directors is notoriously imperfect and appointments are usu- 
ally in the boss's gift. Anything that opens the market will 





probably be an improvement. And too often, a tough boss sup- 
presses discussion and manipulates the agenda. So encourag- 
ing directors to meet sometimes without his presence is likely 
to bring benefits. 

Yet the ferocity of protest suggests that something more 
radical may be happening. A cosy club is under attack. Institu- 
tional investors are taking their role far more seriously than 
before, at least for now. It is encouraging that on both sides of 
the Atlantic shareholders have been taking a tough line with 
corporate boards that reward the boss munificently while the 
company flounders. In Britain, investors have kicked up a fuss 
over pay at Reuters, Shell and EMI, a big music group that has 
now decided to back down. In America, those under attack in- 
clude General Electric and Hewlett-Packard. 

All this is welcome. One of the main problems with estab- 
lishing good corporate governance is that ownership is dis- 
persed. But institutional investors own a bigger share of Amer- 
ican equities than ever before: 49%, four times as much as 40 
years ago. As the institutions’ share of equities rises, so the op- / 
tion to sell declines and the case for raising a stink gets stron- 
ger. If institutions behave like owners, companies will be wr 
governed. Regulators must remove all obstacles that disc’ 
age them from doing so. Then it will be clear whether ba” 
ernance springs from market failure—or investor apath' 
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Preferential treatment 


SIR - One defect of affirmative 
action is that, at present, the 
poorest and least-advantaged 
non-minority applicants bear 
most of the costs (“End it, 
don't mend it", April 5th). If 
we are going to have preferen- 
tial treatment for minorities, 
the burden should be shared 
by all. University spaces pref- 
erentially allocated to minor- 
ities should be taken from 
those at the top of the appli- 
cant pool as well as at the bot- 
tom. The son of a Harvard 
professor is better equipped 
than the daughter of a blue- 
collar worker to cope with los- 
ing a seat at a top university 
because of affirmative action. 
Yet America's well-bred well- 
educated classes tend to as- 
suage their guilt by making 
those below them pay. 

MIKE BERLINE 

San Francisco 


SIR - You say that we should 
do away with affirmative ac- 
tion, and then get about the 
more important and difficult 
task of ending the institution- 
alised provision of *woefully 
inadequate education for 
huge numbers of poor minor- 
ity students." Don't you have 
the order wrong? 

ERIK HONDA 

San Francisco 


SIR - Your statement that 
"across the world, in India, 
Malaysia, South Africa and 
Brazil, racial preferences have 
caused needless strife" begs 
the South Africa question: 
"where on earth did you get 
this notion?" 

ESSOP PAHAD 

Minister in the presidency 
Pretoria, South Africa 


Fear of SARS 


SIR - Hong Kong has been hit 
hard not by sars but by the 
panic resulting from misinfor- 
mation and rumour (*Coughs 
and sneezes”, April 5th). The 
disease is not as contagious as 
is imagined. There is not one 
case of transmission on our 
sardine-packed public-trans- 
port system or through the air- 
conditioning systems in office 


buildings. There is no reason 
to believe that keeping kids 
out of schools will lower their 
risk of infection. 

Mask wearing and school 
closures are both political ges- 
tures to deflect blame from the 
government. But the fear has 
caused panic that will effect 
Hong Kong's economy. Hong 
Kong's example has pushed 
many other governments to 
adopt their own over-precau- 
tionary measures. Should 
they look into Hong Kong's 
SARS experience more closely, 
they would know that there is 
nothing to fear but fear itself. 
WILLIAM KWAN 
Hong Kong 


SIR - China has lied to the 
World Health Organisation 
and the world in general over 
the extent of the spread of the 
SARS virus in the country. It 
has understated the number 
of people affected, deaths and 
the places where the virus is 
strong. China is in denial and 
refuses to confirm that the vi- 
rus is affecting people in Bei- 
jing and Shanghai, as well as 
South China and Hong Kong. 
Itis necessary to ban all travel 
between China and Hong 
Kong and other countries. 
VIPUL THAKORE 

London 


Softer on drugs? 


SIR - Although efforts to lib- 
eralise international-drug poli- 
cies face significant obstacles, 
there is reason to believe that 
the world's leading anti-drug 
crusader, the United States, is 
shifting away from its hardline 
position (“Breaking conven- 
tion", April 5th). In California, 
voters approved the medical 
use of cannabis and elimi- 
nated jail sentences for some 
instances of possession. Medi- 
cal-marijuana laws have since 
been passed in seven other 
states, along with the District 
of Columbia (where Congress 
used its authority to nullify 
the decision). 

Many states now treat pos- 
session of cannabis as a mi- 
nor infraction, akin to a traffic 
violation, and in popular cul- 
ture the war on drugs has long 
been something of a joke. 


These reforms have yet to 
reach the federal level but the 
United States cannot long find 
itself allied with China and 
the fundamentalist Islamic 
states before it will have to re- 
assess how its policies on 
drugs fit together with its lib- 
eral ideals. 

ADAM SEPHARIM 

Studio City, California 


The way of the war 


SIR - Simon Stuart (Letters, 
April 5th) claims that The 
Economist keeps getting it 
wrong about Iraq. It is in fact 
Mr Stuart who has it pretty 
much completely wrong. Ger- 
many is making great leaps 
trying to get on the band- 
wagon; France is where France 
has always been—out of the 
loop; the Shias have indeed 
risen up and welcomed their 
liberators; and the military 
campaign has exceeded virtu- 
ally everyone's expectations. 
Mr Stuart seems to have 
made early predictions based 
on à clear deficit of evidence. 
Maybe he should begin pre- 
paring a mea culpa to be de- 
livered in a month or so when 
his prediction of a “long and 
bloody" occupation also bites 
the dust. 
DON MERRITT 
Berlin 


Dogged by criticism 


SIR - I disagree strongly that 
President George Bush's 
"dogged determination" is his 
biggest strength (Lexington, 
April sth). In fact, his “stub- 
bornness" is what has made 
the United States, a nation 
with much international sym- 
pathy and support after Sep- 
tember 11th, into the most 
reviled and detested country 
on earth—not just in the Arab 
world. Mr Bush's dogged 
determination to invade Iraq 
in spite of almost universal 
opposition abroad and sub- 
stantial opposition at home 
has squandered this country's 
international good will and 
led to an America divided as it 
has not been since the Viet- 
nam era. 

One result of our *victory" 


over Iraq will be to make the 
world a much more danger- 
ous place for Americans to 
live, work, and travel, at home 
and abroad. Far from protect- 
ing my freedom and providing 
for my security, Mr Bush's 
stubbornness has jeopardised 
both. 

NATALIE KNOWLTON 

Ene, Colorado 


Poor relations 


SIR - Your article on American 
diplomacy misses a basic 
point (“Collateral damage", 
April 5th). The American pub- 
lic no longer trusts the people, 
the government or the leaders 
of France, and Germany to a 
large extent. Jacques Chirac 
and Dominique de Villepin 
are considered untrustworthy 
and dishonourable by a ma- 
jority of Americans. The way 
the French leadership treated 
Colin Powell will not be for- 
given easily. No admin- 
istration could try to heal the 
rift without incurring the 
wrath of the American peo- 
ple. I suspect it will be many 
years before France is again ac- 
cepted as an ally by the Amer- 
ican public. 

DAVID MANCHESTER 

Longboat Key, Florida 





Pigeon post 


SIR - The "surge in demand" 
you report by pigeon fanciers 
in Baghdad probably has little 
to do with “people have noth- 
ing to do" (*Good days for pi- 
geon-sellers", March 29th). I 
assisted my father in catching 
pigeons in a bell tower in Win- 
schoten in the Netherlands 
during the second world war. 
They helped our family to sur- 
vive during the German occu- 
pation of the country. I can 
still remember clearly our pi- 
geon dinners on Easter Sun- 
day: mmmm. 

JAN VAN DEN HENDE 

San Antonio, Texas m 
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PRINCIPAL of Queen’s University at Kingston 


The University seeks a new Principal and Vice-Chancellor, its senior academic and executive officer. 

The Principal of Queen’s is one of the most distinctive and challenging roles in Canadian academe. 

It combines intellectual and academic leadership with the management of a first-class research-intensive 
university that has a long-standing commitment to excellence in teaching and a unique strength 
exemplified by the "Queen's Spirit.” 


The 18th Principal of Queen’s will be a distinguished academic and champion of the highest standards of 
academic excellence; a natural leader and executive who can effectively steer governance and 
administration; and a superlative communicator who will be an exceptional advocate on behalf of the 
University to governments, donors, alumni, and the community. 





In summary, the Principal will: 
* Lead Queen's to ever-higher standards of quality and excellence. 


* Articulate and execute a progressive vision for Queen's, with the engagement of the students, faculty, 
staff and administration. 


* Maintain and enhance the international reputation and ranking of Queen's University. 


- Embrace the unique nature of the academic environment at Queen's, recognizing and enhancing the 
excellence of its teaching and research activities and its contributions to national life, 


* Oversee the academic priorities of the University and provide personal leadership | in ‘the development of 
plans to achieve them. 


- Promote the teaching and research programs of members of the University's faculty and ensure that ^ 
their successes receive broad recognition. 


+ Pursue Queen's commitment to: equity and diversity; broad-based access for admission; and the goals 
and values of the University. 


- Encourage continued co-operative and respectful relations between Queen’s and its faculty, staff, 
students, alumni and the broader Kingston community. 


- Champion Queen's campaign for greater independence and long-term financial security. 


The successful candidate will take office on July 1, 2004. 





A detailed profile and position specification is available at www. St ariat/searc | 

In accordance with Canadian Immigration requirements, all qualified anada are a to apply; KORN IFERRY 
however, Canadian citizens and permanent residents will be given priority. Queen’s is committed to 

employment equity and welcomes applications from all qualified women and men, including aboriginal INTERNAT IONAL 
people, gay men and lesbians, persons with disabilities and visible minorities. We thank yufryur |] 
response and will contact you d 


Written nominations or applications should be directed to http://www.ekornferry.com, click Fa meeting Te qu e d 


“Opportunities,” and enter opportunity code UE663. For further information, please contact the 
Korn/Ferry office at (416) 365-1841. www.ekornferry.co com . 
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~ Executive Focus 


A leading Bank in Qatar with 
ernational Operations requirt 





Deputy Branch Manager-London Branch (Ref No ESS 14184-A) 
and | 
Deputy Branch Manager-Paris Branch (ret wo ess 14184-8) 


The incumbent must have in depth thorough understanding of all aspects of 
banking. The successful candidate must have good knowledge and experience 
in the following: 


e Trade Finance «Credit Facilities 
e Private Banking «Business Development 


The incumbent will oversee the smooth running of the operations group 
"Within the branch as well as assist the Branch General Manager in managing 
the branch and maintaining good relationships with customers, regulators, 
external auditors, and correspondent banks. 


A Bachelor's degree in finance, economics, or related subject and combined 
with a minimum of 10 years experience in all operational aspects of banking. 
The successful candidate must be able to work under pressure, detail oriented, 
team player and has strong leadership skills, as well as acceptable to regulatory 
authorities as member of Senior Management and as Money Laundering 
Reporting Officer. Preference will be given to Arabic speaking candidates. 


The Bank offers an attractive remuneration package and performance bonus 
to match the position's key responsibilities. To apply, please forward your 
detailed resume to one of the above positions (not more than 4 pages), in 
English within 5 days of this ad to: 
KPMG Qatar 


Fax -974 4425 626 
Email: meidalaw@kpmg-qa.com 





M ntes 


Executive Search 


The newly formed 


Council of International Schools (CIS) 


seeks qualified candidates for the position of 


Executive Director (CEO) 


to succeed the founding Executive Director, Dr. T. Michael Maybury, in 


July 2004 


The Council of International Schools (CIS) is a not-for-profit, worldwide 
partnership of member schools working collaboratively in the interests of 
students. CIS offers a comprehensive range of services including school 
accreditation, searches for senior administrators, teacher recruitment 
services and a variety of consultancies. The Council's main goals are the 
continuous improvement of member schools and the promotion of 
international education. 


Applications are invited from experienced leaders in the fields of education 
or business who have a broad knowledge of international education, 
possess skills in organizational development, financial management and 
strategic planning, and are fully committed to the development of 
international education. 


For fuil details, an application form and cover sheet, go to the CIS website 
WWW.cols.org or contact: 
Diane Baylis; Search Co-ordinator, CIS, 
Box Executive Director, 21A Lavant Street, Petersfield 
„Hampshire GU32 3EL, England 
Tel: 44 1730 268 244 >o 44 1730 267 914 
E-mail: dianebaylis@cois.org 
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| Friday 2nd May. 





The Food and Agriculture Organization 
of the United Nations 






seeks for its Headquarters in Rome: 


Chief, Water Resources, Development and Management Service 







Responsibilities: Provide leadership, including technical, economic and policy 

advice and development/investment | programme formulation, for the 

Organizations work on integrated water resources development and 

management in agriculture: — 4 

* water harvesting and water saving practices 

* appropriate small-scale and low-cost irrigation technologies and methods 

* modernization of water institutions and infrastructure 

* transboundary water management 

* sound water policy formulation including water pricing 

* information, institutions and systems required for monitoring and analyzing 
world water resources utilization in agriculture. 

Plan and manage the use of resources. Guide, supervise and evaluate the work 

of the staff of the service. Ensure provision of technical advice, information and 

support to FAO Members, UN and specialized agencies, and to global, regional 

and national bodies, including inter-governmental fora. 




















Requirements: Post-graduate qualifications or equivalent post-graduate 
professional development. Demonstrated managerial and technical leadership 
of a high order. Experience in preparing project proposals for funding and 
interaction with diverse funding agencies. Experience of working in an 
international setting. Fluency in English, French or Spanish and a limited 
knowledge of any of the other two or Arabic or Chinese. 













Send your curriculum vitae, quoting VA AG-56/03, before 19 May 2003 to: 
Director, Human Resources Management Division, 

FAO, Viale delle Terme di Caracalla, 00100 Rome, Italy 
 Fax:€39-06-5705-5131; e-mail: senior-vacancies@fao.org 







More information available at: www.fao.org/VA/Senior/AG56_03e.htm 
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Executive Director 






The institute of Economic Affairs is seeking an Executive 
Director who will report to the Director General and be 
responsible for managing the Institute's staff and finances. 
Responsibilities include financia! controls, budgeting, cash 
management and donor relations. 









The Executive Director, Editorial & Programme Director and 
Director General together form the Institute's senior 
management team. Hence the Executive Director will play a 
significant part in influencing the Institute's overall direction. 








Good writing and communication skills, financial numeracy 
and the ability to manage a small team are all essential. The 
successful candidate must have the confidence and presence 
to be able to represent the Institute and its programme to 
senior leaders in business and the foundation world. 









He or she should also be able to demonstrate commitment to 
the Institute's mission to improve public understanding of the 
fundamental institutions of a free society, with particular 
reference to the role of markets in solving economic and social 
problems. COP as 
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Reporting Árrangements 


The position reports to Chief Economist, Economics and 
Research Department (ERD). 





Description of Responsibilities 
The major thrust of ERD's research program over the 
medium-term will be research on key determinants of 


economic growth in the ADB's Developing Member 
Countries (DMCs). 


The Resident Scholar is expected to: 


WP Provide intellectual leadership and be an integral 
part of this critical research program, contributing 
directly to this research together with a team of 
economists; and 

@ Advise ERD on its medium-term research agenda, 
including macroeconomic analysis and policy 
research, research on productivity and determinants 
of long-term growth, and research on finance and 
capital flows. 


Selection Criteria 
The candidate should have a demonstrated, distinguished and 
well-recognized record of research in the following areas: 


WE History and theories of economic growth; 


Resident Scholar 


: 
i 


i 


Wi Technology, productivity and growth; 
@ Globalization and emerging development issues; and 
@ Asian economic development. 


in addition, the candidate should have the following 
qualifications: 


Mi Suitability to undertake the responsibilities mentioned 
at the indicated level; 

Advanced degree in economics; 

More than 10 years relevant experience; 

Demonstrated interest and capacity to adopt a holistic 
approach to examine the determinants of long-term 
growth in the Asia-Pacific Region: 

Demonstrated ability to work with a strongly motivated 
team of economists; 

Strong interpersonal skills and ability to work in a 
multicultural environment; and 

Ability to work effectively with multilateral development 
bank's Management and senior staff, senior Government 
officials of the DMCs and senior staff of other 
international organizations. 


Established in 1966 and headquartered in Manila, Philippines, 
ADB's multicultural staff come from about 50 member 
countries. ADB offers an internationally competitive salary 
paid in US dollars, Salaries and benefits are generally free of 
tax except for citizens of some countries, primarily the USA 


| and the Philippines, whose incomes are taxed by their 







respective governments. While the position advertised 
is for ADB Headquarters in Manila, Philippines, ADB staff 
must be prepared to serve in any location outside the — 
Headquarters at the discretion of Management. 
Applicants must be nationals of one of ADB's member 
countries. International experience will be taken into 
consideration. 


Apply online at 
http//www.adb.org/Employment/appform.asp 
or send application, quoting 

Ref No. EXT-PS03-046-EROD, 

by 3 May 2003 to: 


Human Resources Division 
»» Asian Development Bank 
x iM. PO. Box 789,0980 Manila Philippines 
Tel: 532-4444 * Fax: 635-2550 
E-mail: jobs(@adb.org 





Women are actively encouraged to apply. 


Due to the large number of applications normally received, 
oniy shortlisted candidates will be notified. Applications 
submitted without quoting the job reference number will ^ 
not be entertained. 
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Assistant Treasurer, Risk Management 


Reporting Arrangements 


The position reports to the Deputy Treasurer and The Treasurer. 


Description of Responsibilities 

@ identifying, formulating and reviewing risk management 
policies and ensuring that appropriate systems, 
procedures, limits and guidelines are in effect to 
implement those policies; 

m Overseeing the identification and monitoring of market, 
credit and liquidity risk exposures arising from treasury 
operations; promoting the application of advanced risk 
analytics available in the Treasury Risk Management 
System to measure and monitor risk exposures arising from 
vanilla and complex bond structures and related 
derivative instruments; 

@ Overseeing the daily valuation of all treasury risk positions 
imarked-to-market or marked-to-model), including 
structured bond issuance and related swap transactions, 
and the integration of these valuations into the risk 
modeling exercise; 

@ Assisting in the identification and quantification of asset/ 
liability mismatches: 

WE Gversesing the preparation of regular front-office/ 
Management reports measuring the performance of 
investment operations and related attribution analysis; 
contributing to the formulation of investment policy; 

S Overseeing the administration of the External Asset 
Management program, including the selection, hiring, 
monitoring and firing of external managers and the 
generation of portfolio management reports; 
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recommending enhancements to intemal systems and 
administrative infrastructure, as appropriate, to monitor the 
performance and risks assumed by external asset 
managers, particularly in option-dependent derivative 
Structures; and 

W Overseeing a team responsible for monitoring the Staff 
Retirement Plan's (SRP) external fund managers, including 
analysis of performance of the SRP investment portfolios, 
and reporting results to the SAP investment Committee. 


Selection Criteria | 

B Suitability to undertake the responsibilities mentioned at 
the required level; 

M@ Post-graduate degree in business administration, finance, or 
BCOnomics; 

WE At least ten (10! years of experience in related treasury 
activities as well as good working knowledge of 
investment management, debt origination activities of 
commercial banking, the giobal financial markets, and 
financial risk management concepts and analytics; 

WE Strong understanding of treasury operations, particularly 
investment management, and demonstrated competence 
in credit and market risk identification and measurement for 
money market, fixed income and derivative portfolios; 

@ Ability to conceptualize, develop, operate and maintain an 
effective risk management infrastructure for measuring and 
monitoring risk exposures; 

@ Proven leadership and supervisory skills, mission leadership 

ability; 

Good interpersonal and multidisciplinary skills; and 

Excellent command of written and spoken English. 


Established in 1966 and headquartered in Manila, 
Philippines, ADB's multicultural staff come from about 50 
member countries, ADB offers an internationally 
competitive salary paid in US dollars. Salaries and 
benefits are generally free of tax except for citizens of 
some countries, primarily the USA and the Philippines, 
whose incomes are taxed by their respective 
governments. While the position advertised is for ADB 
Headquarters in Manila, Philippines, ADB staff must be 
prepared to serve in any location outside the 
Headquarters at the discretion of Management. 
Applicants must be nationals of one of ADB's member 
countries, Intemational experience will be taken into 
consideration. 


Apply online at http//www.adb.org/Employment/ 
appform.asp or send application, quoting Ref No. EXT- 
PS03-064(3)-TDRM, by 3 May 2003 to: 


Human Resources Division 


Asian Development Bank 
Ae Box 789,0980 Manila Philippines 


Tel: 632-4444 * Fax: 636-2550 
E-mail: jobs@adb.org 


Women are A E encouraged to apply. 


Due to the large number of applications normally received, 
only shortlisted candidates will be notified. Applications. 

submitted without quoting the job reference number will - 
not be entertained, | 






* Executive Focus 


The Inter-American Development Bank (IDB) 
is the largest and oldest regional multilateral development institution, 
established in 1959 to accelerate economic and social development in 
Latin America and the Caribbean. The IDB is based in Washington, DC, is 
now reviewing candidates for the position of: 


Modernization of State Specialist 


Reporting directly to the Deputy Representative in the Country Office of 
Guyana the Modernization of State Specialist will be responsible for: 


Advising, supervising and administering Bank's operations in the 
country office. | | 
Assisting other Specialists in operations design or execution that 
have modernization of the state components. 

Participating in the identification and preparation of loan 
operations and technical cooperations that respond to the Bank's 
strategy in the sector. 

Providing support in the preparation of sector studies and 
participating in the conceptualization of policies in the sector. 
Participating as a team member in new sector projects. 

Preparing the organizational analysis for projects in preparation 
or execution. 


Requirements: 

* Master's degree or equivalent in Business Administration, Finance, 
Economics or a related field. (Ph.D. preferred). 
Six (6) to ten (10) years of professional experience in the application of 
theoretical and practical knowledge in the modernization of state 
sector and in the areas of conceptualization, development and/or 
execution of modernization of state policies, strategy and projects. Two 
(2) to four (4) years of experience should be at the international level. 

* Proficiency in English and Spanish required. 


interested candidates are invited to visit the IDB website and refer to 
Vacancy Announcement No. 03/24 for further information and 
application procedures. 


http://www.iadb.org 


Projects Director 


WORLD LP GAG ASSOCIATION 


The World LP Gas Association (WLPGA) promotes the worldwide use of LP Gas (propane, butane) 
as clean and multi-purpose energy for all. With a market of over 200 million tonnes per year, LP 
Gas is a clean and efficient fuel for the residential, commercial, industrial, agriculture and transport 
sectors, Headquartered in París, the WLPGA has 140 member organisations in 45 countries, 
bringing together top executives of the major companies involved in LP Gas from production 
through distribution. WLPGA has forged partnerships with international agencíes and directs 
various projects to support the LP Gas industry growth in both mature and emerging markets 
worldwide (visit www.worldlpgas.com). 


Under the overall guidance and supervision of the Managing Director, the Projects Director will : 


Initiate & develop relationships with international agencies, policy-makers and other 
stakeholders to forge new partnerships for LP Gas market development at the global and 
national levels. 

Manage an international outreach programme to raise awareness about LP Gas' contribution 
to the environmental, social and economic elements of Sustainable Development. 
Coordinate partnership projects to grow the LP Gas market at global level. These projects 
include a major public-private partnership initiative launched with the United Nations 
Development Programme to expand clean energy services in rural areas of developing countries, 
and the Global Autogas Industry Network (GAIN, a multi-sectoral initiative aimed 

at developing the market for LP Gas as the leading alternative automotive fuel worldwide. 
Interact with senior industry representatives at corporate and operations level, closel y 
collaborate with counterparts in partner organisations and network with a wide range 

of stakeholders. 

Team up with other staff members & consultants in developing value-added services for 
members. 


The applicants must : 


* Have strong leadership, inter-personal and communication skills, and the maturity and standing 
to be received well by senior executives in both member companies and partner organisations. 
Be familiar with the economic, policy and business issues related to energy production, 
distribution and use, Experience in the oil and gas industry will be an asset. 

Have a minimum of 5 years successful experience at responsible level in an international agency, 
industry association, energy company or government. 

Demonstrate significant achievements in international project management, public-private 
partnership building and/or business development assignments. 

Have outstanding English speaking and writing skills (English mother tongue preferred). 

Good knowledge of French or Spanish is an asset, 

Last but not least, be a dynamic, business-minded and result-oriented team player. 


This position will be available from July 2003 and based in Paris 17th, France. Only 
candidates excited about thís job opportunity AND meeting the above requirements 
should email their letter of motivation & CV in confidence and by 1 May 2003 to the 
Managing Director at echantelot @ worldlpgas.com. 


international Monetary Fund 


for Economists 


The International Monetary Fund (IMF) is seeking economists at 
both the entry and mid-career levels from Africa for positions at 
its headquarters in Washington, D.C. Entry-level candidates will 
have recently completed a master's or doctorate degree with an 
emphasis on macroeconomics. Experienced economists will also 
hold a graduate degree in macroeconomics, public finance or 
related field, and carry a minimum of five years of policy-related 
work experience typically acquired at a central bank, an econom- 
ics-related government department, a research, statistical or 
financial sector institution, or a university. Positions primarily 
involve economic analysis and the monitoring of economic 
developments in member countries of the IMF: all positions 
require strong analytical skills, as well as excellent written and 
oral communication skills in English, the working language of 
the IMF. 


IMF representatives will be in Nairobi, Kenya, May 24-30, 2003. 
Qualified candidates are encouraged to apply online at 
www.imf.org/recruitment, being sure to refer to 

Vacancy No. R03375B, by May 11, 2003. Only 

those selected for interview will be contacted. 


Further details about the role and function 
of the IMF are provided on its website: 


http//www.imf.org 


Conservation International 
Cl-Peru Executive Director 


Conservation International is a non-profit leader in conservation, whose mission 
is to preserve the earth’s natural heritage through scientific and economic 
initiatives and advocacy. We have an excellent overseas opportunity on our Perú 


office for a position of Peri Country Director. 


The Peri Country Director will be responsible for developing, 
coordinating, and implementing conservation strategy for the CI Perá 


Program. He/She will emphasize implementation of the strategv by 


forging strategic alliances with all relevant public, private and 
international agencies and institutions. The CI Perá Director will develop 
and implement a fundraising plan in agreement with conservation 
strategy and national outcomes. Other major responsibilities include 
coordination with the directors of the Regional Andean Center for 
Biodiversity Conservation, play a key role influencing national 
biodiversity conservation policy, manage and supervise staff, prepare 
adequate budgets, work plans and their implementation within the 
approved limits and in accordance with CFs procedures and policies. 


The successful candidates will have a Master's degree in Biodiversity 
Conservation or related field with a minimum of 5 years experience in a 
Director capacity. He/she will have demonstrated fundraising and 
strategic planning ability, knowledge and experience in biodiversity 
conservation of Perú; experience managing staff and projects; excellent 
negotiating, managing and team playing skills; results oriented with 
strong commitment to biodiversity conservation; proficient in Spanish 
and English, both written and spoken; excellent communication and 
organizational skills and ability to handle multiple tasks and deadlines. 
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The hard path to new nationhood 


Iraq's military occupiers will be starting almost from scratch 


HOUTS of rage greeted General Dou- 

glas MacArthur in 1945, when he en- 
tered Japan as head of the American army 
of occupation. But many Japanese shed 
tears when he departed six years later, 
having set up a working country again. A 
retired general, Jay Garner, is shortly to fill 
the MacArthur mould in Iraq, at least in the 
beginning. Whether the occupying pow- 
ers are mourned when they leave this 
time, perhaps some years from now, will 
also depend on how good a job they do of 
rebuilding. 

The overriding lesson from past efforts 
is that economic and political reconstruc- 
tion are tightly linked. One cannot happen 
without the other. Beyond that, two fur- 
ther lessons emerge. First, how aid is used 
matters at least as much as how much aid 
there is. The Marshall-plan aid after the 
second world war, for example, was actu- 
ally quite a small proportion of European 
GDP at the time. Second, although hand- 
ing over to local government must be an 
explicit goal of nation-building, power 
should be transferred only as quickly as lo- 
cal institutions can exercise it properly—no 
matter how keenly the occupiers feel that 
they must not appear to be imperialist. 

So, in Iraq, the first priority should be to 
establish sovereign power across the 
whole territory, backed with sufficient 
money and force to ensure that the coun- 


try does not break up. Second, the ruling 
powers must quickly establish institutions 
involving all the main factions, while con- 
sidering—within the overriding impera- 
tive to hold the state together—the devolu- 
tion of power to distinct regions on a 
federal pattern. It should help that none of 
Iraq's. neighbours wants to see the 
break-up of the country, and that some, es- 
pecially Turkey and Iran, are deeply wor- 
ried at the prospect. 

But where is the legitimacy of the na- 
tion state to come from? There are two pos- 
sible sources. One is historical: appealing 
to a pre-Saddam notion of Iraq. The other 
is practical: getting the Iraqi state to deliver 
efficiently to its people the things they 
want and need. 

In post-communist Europe, the coun- 
tries that did best had an existing, pre-com- 
munist base of democratic, market and 
civil-society institutions. Poland and Hun- 
gary, therefore, have been much more suc- 
cessful than Russia and the central Asian 
states. In Iraq, a 20th-century imperial cre- 
ation, it is still unclear whether the pre- 
Baath Party era provides a founding myth 
for a post-Saddam state, and whether de- 
Baathification of the bureaucracy can suc- 
ceed as well as did similar purging and re- 
direction of the organs of state in Germany 
and Japan. 

De-Saddamisation could be done in 
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three ways. The first is to draw "a thick 
black line under history", as Poland and 
some other ex-communist countries did, 
refusing to investigate and punish the lead- 
ers of the communist regime. The second 
is to set up local bodies to address the sins 
of the old order: South Africa's Truth and 
Reconciliation Commission, for example. 
The third method is victor's justice, carried 
out by the occupying powers—of which 
the Nuremberg war-crimes trials remain 
the most famous instance. 

Failure to prosecute past crimes can 
leave open political wounds; but, in gen- 
eral,it will be better to get on with building 
the new Iraq than with settling every score 
from the old. And so long as justice is seen 
to be done to the nastiest elements of the 
Saddam regime, it may be better to stop at 
a point which, for some, will not be rigor- 
ous enough. 

The top priority is to avoid a power vac- 
uum during the transition to a new regime. 
This happened in post-communist Russia, 
where rolling back the frontiers of the state 
meant, in effect, handing power to the 
mob. Most successful nation-building ef- 
forts have involved occupying powers 
staying long enough to bed-in effective 
government, and this takes time. America 
did not fully hand over power in Japan un- 
til 1952. 

In most countries where a tyranny falls, 
the most obvious evidence of lack of effec- 
tive government is an economic mess. Ar- 
guably, for nation-builders, fixing this 
mess should precede full political reform, 
both to meet the material needs of the 
population and to lay the foundations of 
social and political stability. In Bosnia, the 
peace process paid too little attention to 
economic reform; as a result, the country 
became largely dependent on aid, with a » 





* sizeable shadow economy dominated by 
organised crime. 

Iraq's great advantage over countries 
such as Bosnia, Afghanistan, East Timor 
and Rwanda is that it has oil. This creates 
the potential to do reconstruction well and 
at little fresh expense to the rest of the 
world; but it also creates a risk that this 
hugely valuable asset will be mismanaged 
or expropriated—by local elites or, indeed, 
by the occupying power. 

The occupiers’ right to make use of 
Iraq's oil has been studied by Dobie Lan- 
genkamp, of the University of Tulsa’s law 
school. He concludes that, under interna- 
tional law, oilfields are “immovable gov- 
ernment property”: occupying powers 
have the right to revenues from the sale of 
oil from existing fields, but no right to own- 
ership of the underlying assets them- 
selves. An occupying force would proba- 
bly have no right to build new wells to 
exploit Iraq’s reserves faster—and certainly 
no right to sell off Iraq’s oil assets to foreign 
firms through privatisation. 

What is more, oil revenue must be used 
for Iraqi purposes, such as feeding the 
population or rebuilding bridges; it cannot 
simply be whisked away to pay for tax cuts 
for Americans or, perversely, be used to 
pay for the war itself. Both America and 
Britain, in any case, have stated repeatedly 
that they have no wish to seize the oil for 
themselves. 

Under the Geneva Convention, the 
occupying powers are also entitled and 
obliged to carry out basic humanitarian re- 
construction, such as repairing roads, re- 
building bridges and restoring electricity 
and water supplies. The political storm 
over the awarding of contracts by the 
American government suggests that in 
Iraq they are getting on with this task quite 
quickly, and that the American taxpayer 
will probably finance it—as he financed the 
war that did the damage. 


Macroeconomic imperatives 
Longer-term economic rebuilding should 
start with the establishment of a reliable 
medium of exchange. When Anwar-ul- 
Haq Ahady left the University of Provi- 
dence to become governor of the new cen- 
tral bank of Afghanistan last year, he 
found a fine building—a legacy of British 
rule—but two competing currencies and a 
money supply captive to a firm in Russia 
that was reluctant to stop printing notes. In 
Bosnia, the “convertible mark"—which re- 
placed Yugoslav dinars and Croatian ku- 
nas—has been one of the few successes of 
economic policy. It is widely accepted 
across the country because of its explicit 
fixed link first to the Deutschmark, and 
now to the euro, through a currency board. 
A similar arrangement might work 
well in Iraq. What the dinar is pegged to 
does not matter much, providing it is a 
hard currency. Why not peg it to a basket 


" 


^w. 


de 
-* 





Needed most, security and bread 


of 50% dollars and 50% euros, a neat politi- 
cal compromise? True, simply introducing 
dollars—or, indeed, euros-would mean 
instant currency credibility. But it carries 
other risks, besides unhelpful political 
symbolism. Dollarisation would fully ex- 
pose Iraq to volatile oil prices; creating a 
new currency, on the other hand, would 
allow it eventually to move from a cur- 
rency board to something more flexible, 
thus permitting monetary policy to soften 
the impact of swings in the price of oil. 

An equally urgent priority will be to 
settle Iraq's external financing position. It 
faces massive financial claims from other 
countries, first over its Saddam-era debt 
and second over its Saddam-era repara- 
tions bill. If Iraqi oil is to generate a suffi- 
cient flow of finance to pay for reconstruc- 
tion, this burden must be reduced. 

Outstanding debts are probably best 
handled by rescheduling via the London 
and Paris Clubs. If those measures do not 
go far enough, Iraq would obviously not 
qualify for debt forgiveness under HIPC, a 
World Bank initiative to help highly in- 
debted poor countries. But precedents ex- 
ist for debt forgiveness on political 
grounds, as some of Poland's was forgiven 
in the early 1990s. 

The repayment of some Iraqi debt, de- 
spite regime change, is crucial to rebuild- 
ing Iraq's credibility in international credit 
markets. The payment of war reparations 
is not. Its $200 billion liability arises exclu- 
sively from Saddam's expansionist activi- 
ties. The case for continuing to punish the 
Iraqi people for the sins of their unla- 
mented dictatoris a poor one, as Keynes so 
eloquently demonstrated in Germany's 
case at the end of the first world war. 

This mixture of rescheduling and for- 
giveness will allow Iraq to return to inter- 
national capital markets to raise the cash 
for reconstruction. Unlike many countries 


where regimes have changed, its copious 
reserves of oil should guarantee plenty of 
willing lenders. Managing this resource 
and using the revenues wisely are the next 
big challenges. 


Good budget behaviour 

If the fabulous returns available on Iraq's 
oil reserves-second only to Saudi Ara- 
bia’s—are captured by an elite and salted 
away overseas, the reconstruction will fail 
and the Iraqi people will remain in pov- 
erty. The scale of this challenge cannot be 
overstated; Iraq is surrounded by coun- 
tries that have had their oil wealth expro- 
priated in exactly this way. Indeed, the 
only countries, or parts of countries, that 
both depend on natural resources and 
have made a decent fist of sharing the 
wealth broadly among their people are 
those with well-established democracies, 
such as Canada, Australia, Norway and 
Alaska. 

At a bare minimum, what happens to 
Iraqi oil and the revenues from it should be 
decided in an open and accountable fash- 
ion. This means that oil should be ex- 
tracted and sold by a company, or compa- 
nies, at arm's length from government, 
and that the government should extract its 
cut through taxation, not by sucking the 
revenues directly into the Treasury. How- 
ever, given the risk that political cronies of 
the government will run any "arm's- 
length" company, there may be a strong 
case for putting the oil and the revenues 
from it under international administra- 
tion, perhaps for several years. Such a 
scheme might be built on the existing, and 
admittedly far from perfect, UN Iraqi oil- 
for-food (OFFP) programme. 

Having secured for the Iraqi people 
what will probably be the country's main 
source of budget revenue, a proper budget- 
ary process must be set up for spending it. 
This should be put under local leadership, 
if not necessarily full control, as soon as 
possible. Spending commitments should 
be developed by ministries to deliver vital 
services such as policing, health care and 
education. Co-ordination of spending pro- 
grammes should be done by a ministry of 
finance, which would also oversee the de- 
velopment of a taxation system. These 
ministries would then become the core in- 
stitutions of the new Iraqi state, benefiting 
from expert international advice. (The 
World Bank would probably prove a better 
adviser than America's State Department.) 

A steady flow of finance from Iraq's oil 
wealth, however, may inspire this new lo- 
calleadership simply to squander the reve- 
nue. So there is a case, too, for internation- 
ally imposed budget constraints. In other 
nation-building efforts, the bulk of financ- 
ing has come not from local assets but 
from international aid, paid directly into 
the Treasury. Access to these resources is 
typically subject to agreed terms and con- » 
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ditions, with a view to promoting good 
government. A similar mechanism could 
be put in place to ensure that the new na- 
tional administration in Iraq can gain ac- 
cess to the oil revenues, at least at first, only 
if it can demonstrate that it is using the 
money efficiently. 


Managing the oil 

After macroeconomic and budgetary re- 
form must come structural reform: and 
this, too, begins with oil. The easiest way to 
maximise efficiency is to sell off the Iraqi 
oil industry and reserves to the highest 
bidder. In a competitive auction, the inter- 
national oil companies would bid up the 
price to a level where they are making only 
a normal rate of profit, thus giving any 
economic rents to the Iraqis. (Oil generates 
huge economic rents because the world oil 
price tends to be far above the cost of pro- 
ducing an additional barrel of oil; it may 
cost as little as $2.50 to produce a barrel of 
oil in Iraq, compared with a current global 
oil price of around $24 a barrel.) 

Clearly, despite American feelings of 
betrayal by France and Russia, it would be 
against the interests of the Iraqi people to 
restrict bidders only to firms from coun- 
tries that supported the war. It would also 
make sense, legal issues permitting, to can- 
cel any contracts signed by the Saddam- 
ites, as these did not benefit from bidding 
pressure from firms obeying UN sanctions, 
and were therefore not a good deal for the 
Iraqi people. 

One option would be to put the money 
raised in a trust fund and invest it for the 
long term. The question of distribution 
could be addressed by allocating shares in 
the trust fund, or by promising to make an- 
nual payments, to each Iraqi, or by creating 
personal savings accounts along the lines 
of the Singapore state retirement fund. The 
trust fund could be managed to maximise 
returns to its shareholders, the Iraqi peo- 
ple, presumably by investing most of the 
money outside Iraq. This would reduce in- 
flows of foreign currency, keeping the ex- 
change rate down and protecting the com- 
petitiveness of the rest of the economy. 

Such a scheme would certainly irritate 
economic nationalists. But the problem 
with many alternative schemes, such as re- 
taining an Iraqi oil monopoly or using pro- 
duction-sharing agreements between in- 
ternational firms and Iraqi companies, is 
the potential for corruption arising from 
the economic rents. Iraqi elites would have 
a powerful incentive to expropriate at least 
a portion of them. 

To exclude foreign competition en- 
tirely, some policymakers propose a pro- 
gramme of mass-privatisation with com- 
petition among Iraqi firms to ensure 
efficiency. The Iraqi oil industry would be 
divided up between several competing 
companies. Shares in these companies 
would be given free to every Iraqi, as tangi- 


ble proof of their ownership of the oil. 
Alas, there are no notable examples of 
this sort of scheme working. In Russia, 
mass-privatisation spread ownership 
among many shareholders; the result was 
management that was largely unaccount- 
able or, in some cases, allowed investors 
with relatively small shareholdings to ex- 
ert disproportionate influence. Moreover, 
before a market in shares became estab- 
lished and a fair price was set, many small 
shareholders—mostly the poorer ones— 
sold their shares quickly at well below 
their true value. These problems might be 
reduced by prohibiting the quick sale of 
shareholdings, say for a few years. But the 
other weakness in an entirely domestic 
Iraqi privatisation is that Iraq may find it 
harder to gain access to valuable foreign 
know-how and capital. 


Aneed for sound laws 
For the rest of Iraq’s economy, the basic 
principles of sound economic manage- 
ment apply. Keep bureaucracy down, 
maximise competition, set reasonable and 
efficient tax rates. Experience from nation- 
building elsewhere suggests that the main 
challenge here concerns the legal system. 
A first question will be the adequacy of 
the Saddamite legal system, and the will- 
ingness of the Iraqi people to continue to 
use it. At the very least, there will be wide- 
spread scepticism about the indepen- 
dence of judges. Arguments will also rage 
about the validity of formal property 
rights established under the old regime, 
and about how to recognise property 
rights that are informal and implicit. In 
post-war Japan, one of the biggest chal- 
lenges was to draw up laws to recognise 
oral ownership contracts for land in what 
was essentially a feudal farming system. 
To what extent can legal systems be im- 
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Dinars in search of a peg 


ported "off the shelf" from abroad? In 
post-war Japan, General MacArthur over- 
saw the introduction of American cor- 
porate law, including the old Glass-Stea- 
gall Act that separated investment banking 
from commercial banking. This worked to 
some degree, though Japan's industrial 
structure evolved in a very different direc- 
tion. Several American departments of 
state are now preparing proposals to graft 
the best of their legal and regulatory struc- 
tures on to Iraq. But according to Hernando 
de Soto, the most fashionable economist 
among  marketoriented development 
policymakers, importing a legal system 
wholesale carries big risks. It is often more 
effective to go with the grain of local legal 
practice—formal or, more often, informal— 
than to adoptan alien “first-best” model. 

In Iraq, the thorniest questions may 
well concern restitution—particularly of 
property abandoned by political prisoners 
and Iraqis fleeing into exile. In post-com- 
munist eastern Europe, settling claims for 
restitution has been an intrinsic part of 
establishing the legitimacy of the new re- 
gime. Against the argument of justice can 
be pitted an economic concern: that pro- 
longed uncertainty over ownership of as- 
sets can undermine their economic use. 
The best solution is to transfer the liability 
on to the state budget, to provide financial 
compensation when the claim is settled, 
with the actual property remaining in the 
hands of the current owner—whether the 
state, as in eastern Europe, or private indi- 
viduals, as is more often the case in Iraq. 

As well as restitution, regime change in 
many countries—especially in Latin Amer- 
ica—has brought pressure to redistribute 
land and other sources of wealth. In Iraq, 
there is certainly a chance now to make 
such transfers—though perhaps not by in- 
troducing an equivalent of America’s old 
Homestead Act, as some American policy- 
makers have proposed. Would Iraqis really 
be better off if they had the right to stake a 
claim to a few acres of desert? Further- 
more, in Iraq the big issue is not the land, 
but what lies underneath it. The real redis- 
tributive challenge is to give everybody an 
equal share of the oil wealth. 

One particularly tricky question will be 
whether to pay every adult a chunk of the 
oil revenues each year as basic income. 
This would, of course, provide tangible ev- 
idence that the oil really belongs to the 
Iraqi people. However, it could have a big 
downside. Many young Saudi Arabians 
have become so accustomed to living off 
oil wealth that they are now disinclined to 
work, and the government has been dri- 
ven to hectoring them to take jobs. 

If that is the worst problem Iraq has to 
face in a few years’ time, its reconstruction 
will be counted an astounding success. At 
present, however, Jay Garner's task makes 
Sisyphus's-and even, possibly, MacAr- 
thur’s—look easy. 8 
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The war's end 


With a whimper 


The conflict is over. Now for the casus belli 


be the waving of the Stars and Stripes at 
statue-toppling ceremonies, declara- 
tions of victory are considered indecorous 
at the Pentagon. But the fact that many of 
the ships, submarines and warplanes that 
have been encircling Iraq from the Red Sea, 
the Persian Gulf and air bases across the re- 
gion have started heading home to Britain 
and America says something about the 
tempo of "Operation Iraqi Freedom". With 
the fall of Tikrit, once considered Saddam 
Hussein's most likely Alamo, the second 
Gulf war ended in effect after just three- 
and-a-half weeks. 

There is still fighting to be done. Those 
infamous "pockets of resistance" persist; 
some Saddamite diehards, and (espe- 
cially) foreign Arabs who have come to 
Iraq to die killing Americans, are still ha- 
rassing the invaders. A stash of several 
hundred bespoke suicide-bomber vests 
has been found by marines in Baghdad, 
and others are said to be missing. General 
Tommy Franks, the coalition's overall com- 
mander, says that each of the pockets that 
were sealed but not emptied on the drive 
from Kuwait to Baghdad will now be dealt 
with. American troops continue to arrive 
in Iraq, even as others head home. 

All the same, there will now be no more 
full-scale battles. The northern cities of Kir- 
kuk and Mosul fell last week. For a day or 
two, it looked as if one of the worst cases 
predicted before the war might materialise 
after Kurdish peshmerga entered Kirkuk: 


Turkey, alarmed by their proximity to 
Iraq's northern oilfields, began to make 
bellicose noises. But the Turks were 
soothed by Washington and the with- 
drawal of the peshmerga from the city. 

Next came Tikrit, Mr Hussein's tribal 
stronghold, where the bonds of patronage 
and complicity with his crimes were prob- 
ably strongest. The rumps of various Iraqi 
security and paramilitary organisations 
were thought to have retreated there. Yet, 
perhaps because of the demoralising effect 
of Baghdad's fall-one of the reasons for 
taking it so swiftly—or perhaps because, in 
the end, few of even his most loyal follow- 
ers were loyal enough to Iraq's dictator to 
want to die for him, the Americans entered 
Tikrit relatively easily. 

Easily for them, that is. Many of Tikrit's 
invisible defenders parked their tanks and 
ran away; but their resistance was also 
partly broken by the sort of bombardment 
that smoothed the advance of coalition 
troops throughout the campaign. Like the 
role of special forces, this facet of the war, 
and the number of Iraqi soldiers it killed, is 
not yet properly understood, and may 
never be. 

And although every torture chamber 
and pharaonic palace that the coalition 
discovers help to vindicate its campaign, 
the world is also seeing pictures of the 
mangled civilian victims of its bombard- 
ment. Mr Hussein's regime stopped updat- 
ing their figures for civilian casualties 
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some days before it evaporated; the co- 
alition claims not to count them. So a reli- 
able estimate for Iraqi civilian deaths, like 
its military equivalent, cannot be made. 
Whatever the number, it is still rising, 
partly because of poor fire discipline 
among some nervous American troops. 
There was a bloody shooting in Mosul on 
April 15th. The figures for coalition deaths 
are available: at the last official count, in- 
cluding accidents and "friendly fire", 30 
Brits and 121 Americans had died. Seven 
American prisoners-of-war were recov- 
ered safely in Baghdad. 


The Ace and his clubs 

Another figure yet to be apprehended is 
Mr Hussein himself, along with most of 
the top henchmen and -women in the 
deck of pictorial cards the Americans have 
produced to aid identification of the guilti- 
est. The attempts to kill Mr Hussein from 
the air—one that initiated the war, and an- 
other that may have helped to precipitate 
the fall of Baghdad—came close enough to 
succeeding to have restored some of the 
reputation of America's intelligence agen- 
cies. Nonetheless, there have been reports 
of Mr Hussein playing a (cursory) role in 
the city's defence. The DNA sampling that 
the coalition says could verify his death 
has not yet done so. Finding or killing Mr 
Hussein may not be exactly analogous to 
locating Osama bin Laden, whose sym- 
bolic importance is greater; but catching 
him could help, for instance, to forestall 
any insurgencies that the dregs of his sup- 
porters may be planning. 

Some of the coalition's other most 
wanted may have fled the country; some 
may have been killed. A small number 
have indeed been captured: Watban Ibra- 
him Hasan Al-Tikriti, Mr Hussein's half- 
brother, was reportedly intercepted en 
route to Syria (given the risks, it seems un- 
likely that Syria would have admitted Mr 
Hussein himself). Amir Hamudi Hasan al- 
Sadi, the erstwhile president's scientific 
adviser, surrendered in Baghdad. Iraq's 
top nuclear boffin is also rumoured to be in 
coalition custody. 

But these scalps have not yet led the co- 
alition to Mr Hussein's alleged weapons of 
mass destruction. For whatever military, 
diplomatic, logistical or involuntary rea- 
sons, he failed to deploy them during the 
war; there have been several "false posi- 
tives" in the concomitant hunt for pro- 
scribed agents and equipment. (The co- 
alition would do well to have any 
genuinely noxious finds verified by inde- 
pendent outsiders.) For the moment, the 
official line is that the post-war, coalition 
inspectors are no more likely to find the 
stuff without the help of Iraqi scientists 
than were the pre-war UN snoops. But 
George Bush and Tony Blair will no doubt 
be hoping that the casus for their victo- 
rious belli turns up soon. @ 
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The scene s -— 
In search of lost 
things 


BAGHDAD 
From missing relations, to stolen police 
cars, to peace 


NE day in 1980 Rabbiyah Khadi, a 20- 

year-old medical student, was ar- 
rested at college. His family never knew 
why. Perhaps it was because he had re- 
fused to join Saddam Hussein's Baath 
Party; perhaps because his uncle had al- 
ready been arrested on suspicion of asso- 
ciating with an illegal religious group. Ever 
since, though they have had no word from 
him, Mr Khadi's family has been hoping 
against hope that he is still alive. 

Last week, his brother Amir was wan- 
dering around the notorious and now 
empty Abu Ghraib prison on the western 
outskirts of Baghdad, looking for him. On 
the verge of tears, he asked your corre- 
spondent if he had seen or heard of an un- 
derground network of cells that some peo- 
ple talked about. The discussion took place 
100 metres away from the execution block, 
with ropes still hanging above the holes 
where lever-operated trap-doors could be 
pulled open to send two men to their 
deaths at the same time. Over the prison 
entrance runs the legend: “There is no life 
without the sun. There is no dignity with- 
out Saddam Hussein." 

In the interrogation centre of the mu- 
khabarat, or secret police, in the heart of 
Baghdad, many other Baghdadis were 
looking forlornly for their relatives. The 
messages scrawled on the cell walls are 
heart-rending. "My beloved ones," wrote 
one prisoner simply, "Safa, Ali, Marwa." 
Others drilled a little hole for every day 
they spent here. Blindfolds and cloth man- 
acles still litter the floor. 

For the moment, Baghdadis remain far 
too stunned by the incredible speed of the 
collapse of the Saddam regime to begin to 
wreak revenge on those who tortured, im- 
prisoned and killed their families. But 
there is little doubt that, over the next few 
weeks and months, vengeance will come. 

One reason for this, apart from any 
other, is that there is no one to stop it. There 
is no government in Iraq, no authority in 
Baghdad and little law and order. Despite 
claims by the United States to be tackling 
the problem, more official buildings were 
blazing in the city on April 14th than at any 
time since the war began. Some said this 
was the work of looters; others thought it 
was done by remnants of the old regime, 
covering their tracks by burning archives. 

Security is improving slowly. Some po- 
licemen have begun to try to get back to 
work, but first they have had to try to re- 
claim their stolen vehicles. For the mo- 


ment, they are riding round with the 
American troops in their army trucks, stop- 
ping any new white car that looks like one 
of theirs. Fifty out of 70 ambulances were 
looted from the central ambulance station; 
so ambulances are being stopped too, and 
seized if they are not being used for their 
proper purpose. 

Some sort of order is coming from the 
clerics, who are putting out appeals in 
mosques for looters to return property, es- 
pecially hospital equipment. Guiltily, 
some are doing so. Public transport has be- 
gun to run again, sparingly, allowing more 
doctors to get to the chaotic hospitals. But 
no one else is running things. Most civil 
servants have seen their offices trashed, if 
not burned. Besides, in the absence of a 
government, who is going to pay them? 
Baghdadis are incandescent with anger 
about this. They cannot understand how 
the Americans could have swept away 
Saddam with no plan to fill the power vac- 
uum left behind him. 

Mouayed al-Windawi, a professor of 
modern political history at Baghdad Uni- 
versity, is relishing his new-found free- 
dom of speech. Despite the mounting an- 
ger against the Americans, he believes 
they have a period of grace, which will last 
about three months. In this short space, 
they need to convince people that their in- 
tentions are honourable and that they 
mean to work in the best interests of Iraqis. 
Many Iraqis, he feels, are prepared to work 
with the Americans to get the country 
back on its feet—but not if America moves 
rapidly towards using Iraq as a spring- 
board for military action against Syria or 
Iran. 

In the meantime, Baghdadis and Iraqis 
wait impatiently to see what is in store for 
them. Unscientific polling on the street 
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Into Saddam's torture cells 


shows deep suspicion of all the politicians 
who have spent the last years and even de- 
cades in exile. Although Iraqis do not reject 
some role for these men in a new dispensa- 
tion, they certainly do not want them to be 
handed top jobs by what they regard as 
their foreign sponsors. Such positions, 
they believe, should be reserved for quali- 
fied and respected Iraqis who have stayed 
in the country and shared its fate. 

Above all, and as soon as is practically 
possible, argues Mr al-Windawi, Iraqis 
would like to be asked what they want for 
themselves. "This war was imposed on the 
nation," he says. "If people had been 
asked, they would have said 'no' to war 
and 'no' to the president [Saddam Hus- 
sein]. But nobody did ask." m 





The Nasiriya meeting 


Find two Iraqis 
who agree 


CAIRO 
America’s ring-holder realises what he 
has taken on 


Y APRIL 15th, the first meeting of oppo- 

sition leaders inside Iraq—originally 
billed as a significant step to producing a 
representative interim authority—had 
been reduced to what one American offi- 
cial described as “facilitating conversa- 
tions among the Iraqis”. The louder dia- 
logue was between those Iraqis who 
accept the need for such “facilitation”, and 
those who reject America outright. 

The meeting itself, held by American 
invitation at an airbase near Nasiriya, 
went fairly smoothly. The 75 Iraqi dele- 
gates included prominent exiles as well as 
local tribal and religious leaders. A few co- 
alition officials joined in, among them Jay 
Garner, the head of the interim adminis- 
tration, making his first appearance on 
Iraqi soil. The delegates agreed to a 13- 
point programme that called for a demo- 
cratic, non-sectarian government, while 
rejecting political violence or the imposi- 
tion of leaders by outside forces. 

Few Iraqis would oppose these aims, 
but many seem to dispute the legitimacy 
of those promoting them. The naysayers 
are moved by a range of motives. Hostility 
to America, swelled by the violence of the 
invasion and the unrestrained lawlessness 
that has followed, is one obvious problem. 
Many Iraqis also resent the intrusion of 
what are seen as soft-skinned exiles. Ah- 
med Chalabi, who heads the Iraqi Na- 
tional Congress and who has appeared in 
Iraq armed with American cash and 
backed by an 800-man militia, is seen as 
one of these. Aware of the controversy he 
provokes, Mr Chalabi delegated a junior 
representative to attend the conference. 
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Iraq's ethnic and religious schisms add 
to the tension. Resentment of the Kurds is 
strong not just among Arabs in northern 
Iraq, but among nationalists throughout 
the country made wary by the backing 
they have received from America. The 
most dangerous rejectionists are those 
Shias who look for guidance to conserva- 
tive religious leaders. Iraq's Shias do not 
speak with a single voice. The holy city of 
Najaf has been wracked by tensions be- 
tween rival schools, while the call of one 
cleric at the Nasiriya conference for separa- 
tion between religion and state was met 
with derision from many co-religionists. 
But the most deep-rooted Shia factions, in- 
cluding the Iran-based Supreme Council 
for the Islamic Revolution in Iraq (which 
boycotted the conference) are solidly 
wary of American intentions. The squalid 
slums of eastern Baghdad appear to have 
already fallen under the control of Shia mi- 
litias aligned to anti-American clerics. 


Iraq's culture 


After the vandals 


A helping hand from Great Russell Street 


NE quick response to the cata- 

strophic looting of the National Mu- 
seum in Baghdad over the past week, 
and to the destruction of other cultural 
sites in Iraq, has been the formation of a 
"cultural coalition" between the British 
government, the British Museum and 
UNESCO. Its mission is to prohibit the il- 
licit selling of antiquities both in Britain 
and internationally, as well as to deploy 
teams of experts to help repair Iraq's cul- 
tural heritage. "The protection of culture 
is not an optional extra," said Tessa Jo- 
well, Britain's culture secretary. "It is a 
duty we owe to the Iraqi people." 

British forces have been able to pro- 
tect the Basra museum. But the museum 
in Baghdad, looted over a week ago, had 
not received any armed guard from 
American troops by April 15th. Its re- 
searcher, Donny George, and several of 
his colleagues have been sleeping in the 
devastated galleries in a vain bid to pro- 
tect it. Mr George believes that priceless 
treasures, including a Sumerian vase 
from 3000BC, have been looted to order. 
Similar looting took place at the end of 
the first Gulf war, and only a handful of 
the antiquities stolen then have been re- 
covered. 

"This is a loss to world civilisation as 
well as Iraq," said Neil MacGregor, direc- 
tor of the British Museum, as he pointed 
to an image of the world's first writing, a 
cuneiform ceramic tablet from ancient 
Sumeria. "Imagine what history we lose 
when one of these is smashed." 





In Nasiriya itself, an estimated 20,000 
citizens heeded calls from mosque loud- 
speakers to demonstrate against the oppo- 
sition meeting. “Yes to freedom, yes to Is- 
lam, no to Saddam, no to America," they 
chanted. Hundreds of protesters in Bagh- 
dad shouted similar slogans outside the 
Palestine Hotel for several days running. In 
Basra, demonstrators denounced Britain's 
choice of a tribal sheikh to run the local 
council, demanding that Shia religious 
leaders do the job. In Kut, crowds shouting 
"No Chalabi!” prevented marines from 
reaching the town hall, where a local Shia 
cleric has taken office. Serious violence 
broke out in Mosul. 

American officials still believe that 
once Iraqis get used to their new freedoms, 
and once America gets a chance to soothe 
fears by explaining, and then proving, its 
good intentions, Iragis will come to appre- 
ciate their role. Meanwhile, the battered 
country remains a hornet's nest. 8 
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Almost as sickening as human death 


As soon as safety allows, the British 
Museum will send a team of curators 
and conservators to Iraq. In the mean- 
time, it is sending an archaeologist to as- 
sess the damage and organising, with 
UNESCO, a conference of world experts 
on Iraqi archaeology at the British Mu- 
seum on April 29th. Mr MacGregor is 
also advising the Department of Culture 
on sending professionals to the Ameri- 
can interim authority, OHRA, to ensure 
that their plans for rebuilding Iraq in- 
clude recovering its culture. 
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Arab reactions 


Who's next? 


CAIRO 
America's new mood inspires both fear 
and unity 


To headlines in Cairo express 
shock and anger at the speedy Ameri- 
can conquest. "Crusaders Occupy Iraq”. 
"Marines Molest Iraqi Women". “Shame 
Will Follow Our Infidel Leaders to the Day 
of Judgment". And yet, amid the pained 
chagrin sweeping the Arab world, there is 
a whiff of relief that the war is over. 

Traffic in Arab capitals, which had 
thinned dramatically during three weeks 
of mass, manic television watching, re- 
turned abruptly to normal within a day of 
Baghdad's fall. Just as abruptly, the narra- 
tive that had emerged as a dominant Arab 
view of the war-noble Iraqi resistance 
against a monstrous infidel invasion- dis- 
solved into a confusion of counter-narra- 
tives. The toppling of statues was staged, 
said some. The looting in Iraqi cities was 
sparked by Kurdish spies, said others. Sad- 
dam's surrender proved that he was a CIA 
agent all along, claimed more. With time, 
however, truculent plot-mongering has 
given way to soul-searching about what 
many feel to be the biggest humiliation 
borne by Arabs since Israel's victory in the 
six-day war of 1967. 

Few had actually expected Iraq to win. 
To most Arabs, it was simply heartening to 
witness real physical resistance to Ameri- 
can might, rather than the hollow words of 
their own governments. The hope was 
that Iraq's fighters would teach the super- 
power a lesson, deflating its perceived ar- 
rogance and repairing their own punc- 
tured self-esteem. Such hopes soared 
during the first half of the fighting, with 
memories revived of a mythical pan-Arab 
solidarity; but by the end, the main mem- 
ory refreshed was that of another Arab 
capital being occupied by a western army. 

The fear now is that America may be 
unstoppable and, worse, that the Bush ad- 
ministration will now try to pacify the re- 
gion on Israel's terms. The new verbal of- 
fensive against Syria has heightened such 
anxieties. Damascus has been accused of 
sponsoring Arab volunteer fighters, har- 
bouring fugitive Iraqis, concealing chemi- 
cal weapons and promoting terrorist 
groups. America has threatened sanctions 
unless, in the words of Condoleezza Rice, 
the national security adviser, Syria “signs 
on to a different kind of Middle East.” 

Much of the criticism is not new. Syria 
has long explained that its backing for 
groups that America deems terrorist is 
more moral than material, and based on 
its support for their resistance to Israel. In p» 


* the past, it has tweaked such thorns in 
America’s side to gain a leverage in peace 
talks that its feeble economy and army 
cannot sustain. America is now signalling 
that it will no longer play this game. 

Few expect that it plans to deal with 
Syria in similar fashion to Iraq. The general 
appreciation is that it will not need to. Not 
only is Syria strategically weak, but its gov- 
ernment has just isolated itself within the 
region by noisily stoking sympathies with 
Iraq even as other Arab leaders were try- 
ing to calm their own publics. Much as the 
“Arab street" may cheer Syrian obstruc- 
tion of America, and much asthe threats to 
Syria from Israel's hardline government 
stir further anger, no major Arab govern- 
mentis likely to come to its aid. 

Even so, the shock of American inter- 
vention has prompted tentative moves to 
unify Arab ranks. The regional order, en- 
shrined by the creation of the Arab League 
in 1945 and the signing of an Arab mutual 
defence pact in 1950, was tattered even be- 
fore Iraq's fall. Amr Moussa, the Arab 
League's secretary-general, is now speak- 
ing of urgent amendments to its charter. 

Saudi Arabia is convening an emer- 
gency meeting of regional foreign minis- 
ters to forge a joint platform regarding 
Iraq's future. So far, they agree on one 
thing: that America's occupation must be 
short. Faint signs are also emerging of 
movement towards internal reform, even 
among laggards such as Egypt and Saudi 
Arabia. During the war, many Arab coun- 
tries saw vocal street protests that left par- 
ticipants angry at their lack of influence. At 
the same time, thoughtful Arab commen- 
tators have noted that the underying 
cause of Iraq's weakness was that its state 
was built on fear rather than persuasion. 8B 





How Mosul fell 


After victory, 
mayhem 


MOSUL 
The city surrendered quietly. Then the 
terror started 


O SOME surprise, Mosul fell with 

barely a bullet fired. “They just melted,” 
said one American colonel of the Iraqi 
forces supposedly defending Iraq’s third- 
largest city. He sounded disappointed. If 
the regular army refused to fight, then the 
colonel had expected the dreaded Feda- 
yeen, who were said to be stalking Mosul’s 
streets, to offer at least token resistance. 

After all, the pearl of the north, as the 
city is often called by Iraqis, is also the 
heartland of Sunni Arab nationalism. A 
stronghold of Saddam’s regime, it is home 
to the 5th Army Corps as well as the Adnan 
division of the Republican Guard. But re- 


sistance in Mosul did not just fall away. It 
was pushed—by an extraordinary "upris- 
ing” co-ordinated by Arab and Kurdish tri- 
bal chiefs who hold sway over key Mosul 
neighbourhoods. 

The plot was explained to The Econo- 
mist by one of its central figures, a retired 
Iraqi general who is also the leader of a 
powerful Arab tribe in the city. The gen- 
eral, a distinguished gray-haired man in 
blue pin-stripes, said the idea was to tug at 
tribal loyalties among key military and se- 
curity officials. The way would then be 
open for a formal surrender of the city to 
the coalition forces. 

Everything went according to plan. The 
regime was instructed to put down its 
weapons and go home. And go home it 
did. For the first time in 35 years, Saddam’s 
fortress of the north was left naked and de- 
fenceless. And yet the Americans did not 
enter the city; they stayed away. Instead, 
they demanded a formal surrender by the 
commander of Iraq’s Fifth Army, who by 
that time had disappeared. 

The resulting power vacuum was soon 
filled by lawlessness. What began as good- 
natured looting of buildings and offices in 
Mosul's central administrative district 
quickly and alarmingly descended into 
mayhem. The city's museum, its univer- 
sity and its theatre were ransacked and 
torched. Neighbourhoods were driven to 
set up their own checkpoints to prevent 
armed criminal gangs piling in to steal cars 





and loot private homes. 

At last the American reinforcements 
came. But for terrified and angry Mosul 
residents, they came too late. Doctors at 
the emergency hospital reckon as many as 
100 may have died. As special operations 
soldiers and marines struggled to stabilise 
the city, patrolling the toughest districts, 
imams broadcast messages from their 
mosques appealing for calm. 

Lieutenant-Colonel Robert Waltemey- 
er, the bluff but intelligent special forces 
commander, seems to be trying his best. 
Wisely, he spent his first few days in the 
city meeting tribal and civic figures. He 
urged a general disarmament, and held 
out the promise of a representative assem- 
bly.He also broughtin a few thousand ma- 
rinesto make the American presence more 
visible. 

Yet still the guns continued to blaze. On 
April 15th, a public address by Maashan Ju- 
buri, a prominent member of the Iraqi op- 
position who had been declared “gover- 
nor" of the city, ended in yet more 
bloodshed. Under attack in the centre of 
the city, marines returned what they 
termed “accurate fire" at gunmen hiding in 
an angry crowd. Many were killed. Amid 
such convulsions of violence, American 
military commanders need to work out a 
strategy for security and stability, and fast. 

As one gunshot victim despairingly 
said from his hospital bed, “We didn’t get 
rid of Saddam for this." @ 
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Thailand 


Thais love Thaksin 


BANGKOK 


Despite the misgivings of foreign and domestic commentators, Thailand's forceful 


prime minister seems to be unassailable 


N DIFFERENT circumstances, the race to 

lead the Democrats, Thailand's main op- 
position party, would be a compelling 
spectacle. It pits Banyat Bantadtan, a 
craggy machine politician from the party’s 
stronghold in southern Thailand, against 
Abhisit Vejjajiva, a dashing young re- 
former from Bangkok. The vote of party 
MPs and executives, on April 20th, could 
go either way. The same cannot be said, 
however, of the next general election, to be 
held within two years. Thais are shrugging 
off the leadership contest because they as- 
sume that Thai Rak Thai (“Thais Love 
Thais”), the party of Thaksin Shinawatra, 
the prime minister, would romp home 
against either challenger. 

The most recent polls show support for 
the ruling party (54%) far ahead of that for 
the Democrats (14%). Were an election to 
be held tomorrow, Thai Rak Thai would 
probably increase its already unassailable 
majority in the House of Representatives. 
No previous Thai government has lasted 
the full four-year life of a parliament. Now 
Thais are asking not whether Mr Thaksin 
will complete his current term, but how 
many terms he will serve. 

In part, Mr Thaksin's commanding po- 
sition stems from Thailand’s new constitu- 
tion, which attempts to reduce political in- 
stability by making it harder to unseat a 
government. His enormous wealth helps 
too; he was Thailand’s richest man until he 
handed his businesses over to his son. But 


Mr Thaksin also has a strong record to 
point to from his two years in office. Dur- 
ing the campaign, he impressed the elec- 
torate with an unprecedented platform of 
specific policy pledges: to charge just 30 
baht (70 cents) for treatment at public hos- 
pitals, to endow each village in the country 
with a microcredit fund of 1m baht, to give 
farmers a three-year moratorium on debt 
payments, and so on. Once in office, he 
amazed voters by keeping those promises, 
and then making new ones. His latest 
wheezes include capping the price of pet- 
rol and building 1m cheap houses. 

What's more, this spending has helped 
revive Thailand's economy. It grew by 5.296 
last year, its best performance since the 
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crash of 1997. As usual, the boom has ben- 
efited urban areas more than rural ones. 
But many of Mr Thaksin's programmes are 
specifically aimed at the country, where 
most of Thailand's voters live. 

Above all, Thais seem besotted with Mr 
Thaksin's get-up-and-go image. They ad- 
mire his success in business—though it 
came chiefly through political connec- 
tions—and relish his cEo's emphasis on 
deadlines and results. They consider news 
about him more interesting than any other 
kind, according to the polls. Brushing aside 
the serious concerns of human-rights 
groups, most Thais wholeheartedly ap- 
prove of his “war on drugs"-all the more 
so, perhaps, since he has not flinched at the 
killings of some 1,500 suspected dealers. 

The Democrats have little to counter 
this mesmerising performance. Mr Banyat 
smacks of the dour, bureaucratic politi- 
cians hammered by Mr Thaksin at the last 
election. Mr Abhisit, at 38, is younger and 
more dynamic, but his most frequent criti- 
cism of the government-that Mr Thaksin 
is trying to accumulate unfettered author- 
ity and manipulate it for his own benefit- 
does not seem to worry many voters. 

True, Mr Thaksin is constantly expand- 
ing his influence in unseemly ways. What 
with the channels run by the state and 
those owned by his family (he bought up 
the only private one, and sacked many of 
its journalists), he controls all Thailand's 
television stations. He has overseen the 
promotion of relations to senior positions 
in the army and police. Two former mem- 
bers of his staff now sit on the constitu- 
tional court. But sinister as all this appears, 
Mr Thaksin does not get everything his 
own way: the government recently aban- 
doned a proposed law to muzzle the press, 
for example. It has also backed away from 
a measure that blatantly benefited his fam- 
ily’s mobile-telephone business. Despite >» 
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* the government's stalling on telecoms re- 
form, competition in that industry is in- 
creasing—and margins are falling. 

Nor, despite dire predictions, have Mr 
Thaksin's spending programmes wrecked 
the government's finances. In fact, the 
economy has grown so strongly that pub- 
lic debt, although on the increase in abso- 
lute terms, fell last year as a proportion of 
national income. Imprudent lending from 
state-owned banks, half-baked debt re- 
structurings and other hidden liabilities 
may reverse that trend. But the Democrats 
can hardly base an election campaign on 
such suspicions. 

So what might cause Mr Thaksin to 
stumble before January 2005, the last pos- 
sible election date? A serious economic 
downturn, abetted, perhaps, by a plunge 
in tourism due to the current SARS scare, 
would obviously take its toll. But with the 
war in Iraq drawing to a close, and oil 
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prices falling, such fears are receding. A rift 
within the squabbling ranks of his party 
would also be damaging. But any defec- 
tors would be gambling with their careers, 
since the constitution would prohibit 
them from standing if a snap election fol- 
lowed. An almighty scandal could always 
emerge-but Mr Thaksin has already 
weathered the revelation that he filed a 
false declaration of his assets during a past 
stint as a minister. Suranand Vejjajiva, a 
party spokesman (and cousin of Mr Abhi- 
sit), puts it bluntly: "We're not worried." 

In the long run, the prime minister may 
alienate voters by pledging more than he 
can deliver. He has said he will eradicate 
drugs within a year, drought within four 
and poverty within six, to name just some 
of his goals. No one knows which, if any, 
of those deadlines the electorate will hold 
him to. But for the moment, the Thais seem 
to beloving Mr Thaksin. m 





India 


Missing sisters 


ROHTAK 


A shortage of girls will haunt India for decades 


D THE district of Rohtak, a fairly well-off 
town in northern India's farm belt, it is 
estimated that one in every six girls con- 
ceived is aborted. Modern ultrasound 
technology, coupled with a traditional 
preference for boys, has led to mass female 
foeticide. Progress does not help: rising 
prosperity, public-education campaigns 
and strict-looking laws have all failed to 
curb the practice. But the resulting dearth 
of femalesis already wreaking social dam- 
age, which can only worsen. 

Demographers have long puzzled over 
India's skewed sex ratio. Throughout the 
20th century, it grew ever more unbal- 
anced, from 972 women for every 1,000 
men in 1901, to 927 in 1991. Encouragingly, 
it then climbed to 933 in 2001. This, how- 
ever, masked a sharp imbalance among 
children under the age of seven: from 945 
girls per 1,000 boys in 1991, to 927 in 2001. 
Data on the sex ratio at birth are scanty, be- 
cause many births are not registered. Fig- 
ures must be gleaned from the ten-yearly 
censuses, and from local surveys. 

These show wide regional disparities. 
In the south, especially in the state of Ker- 
ala, there are many more girls. But in 48 of 
India's 577 districts, the sex ratio among 
children is below 850. Of these, 34 are, like 
Rohtak, in Haryana or its neighbouring 
state, Punjab. In Rohtak there are 847 fe- 
males for every 1,000 males, and just 796 
girls for every 1,000 boys. 

A strong preference for boysis common 


in agricultural societies. Boys inherit the 
family name and land, and provide an old- 
age insurance policy. Girls join their hus- 
bands' families, and need dowries. When 
mobile ultrasound units started touring ru- 
ral Haryana in the late 1980s, their ad- 
vertising pitch was, appallingly, "Pay 500 
rupees now and save 50,000 later." 
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Pramod Gouri, director of Search, a 
government-financed civic-education out- 
fit in Rohtak, offers two explanations as to 
why Punjab and Haryana should be so 
egregiously prone to female foeticide: the 
region’s social norms have proved remark- 
ably immune to “modernity”; and the agri- 
cultural “green revolution” put enough 
money in local pockets to make sex-selec- 
tion affordable. Abortion is far more preva- 
lent among better-off, town-dwelling, 
higher-caste and literate women. Smaller 
families have, as in China, also further en- 
couraged female abortion. 

In 1994, sex tests were made illegal. But 
in Haryana only three cases have been 
filed: the law is hard to enforce, since ultra- 
sound scans are now widespread. For doc- 
tors, there is good money—3,000-5,000 ru- 
pees ($60-100) a time—to be made from 
(illegal) abortions. 

Already, the female shortage is making 
itself felt. Urmila, a district councillor in 
the countryside near Rohtak, says unmar- 
ried young men are turning to crime, and 
violence against women has increased. 
Some men in Haryana are buying “brides” 
(for between 10,000 and 20,000 rupees) 
from other parts of India, or Bangladesh. 
There are an estimated 15,000 such 
women. Many, though, are treated as 
slaves. Even their children are shunned. 

Despite the shortage of brides, Urmila 
says that dowries have risen, not fallen. In 
Rohtak, a middle-class family will typi- 
cally spend 600,000-800,000 rupees- 
several years’ earnings. Touring her dis- 
trict, she finds people anxiously asking her 
if she knows of any marriageable girls. 
This, she hopes, may be the first sign of a 
change in attitudes. But it may be too late 
to avoid serious social trauma. m 





China's coal reserves 


Tonnes of problems 


BEIJING 


Blackened faces turn pale 


T MAY seem odd, but China could soon 

. be running out of coal. The once bound- 
less reserves of the dirty stuff, providing 
around 70% of the country's energy needs, 
are rapidly coming to an end, according to 
Chinese officials and some outside an- 
alysts. At the annual session of China's 
parliament last month, Lang Qingtian, a 
representative of the coal industry, said 
the looming coal shortage was "one of the 
greatest hidden dangers in China's future". 
The problem will become apparent as 
early as next year, Mr Lang predicted, with 
a shortage of 200m tonnes of coal, and 
continued shortages will threaten future 
economic growth. 

Couched as Mr Lang's report was with 
a plea for more state investment in his in- 
dustry, such handwringing is discounted 
by some as a bit of lobbying. But his mes- 
sage echoed a warning issued last year by 
Li Rongrong, a minister in the State Econ- 
omic and Trade Commission, who said the 
vast bulk of the country's coal reserves 
would be depleted in the near-to-medium 
future. Of China's 390 mining townships, 
he said 6896 were already in their "autumn 
period" and another 12% were “ailing”. 
Only the remaining 20% retained long- 
term production potential. Across the 
north-east, huge mines are already due for 
closure because of declining output. Asia's 
largest strip coalmine, at Xilutian in Liao- 
ning province, is due to close in 2007. 
Fuxin, in the same province, is already 
struggling to find work for its 400,000 
hard-hats who have run out of coal to dig. 

Joe Zhang, an analyst with uss War- 
burg in Hong Kong, believes that growth in 
demand will consistently exceed supply. 
China's considerable coal exports can be 
expected to fall, and it could become a net 
importer of coal as soon as 2005. China, 
according to Mr Zhang, "faces a long-term 
risk of coal and power shortages". The coal 
shortages: and power rationing reported in 
four provinces may, he thinks, soon be rep- 
licated elsewhere. 

According to Jerry Tien, a coal specialist 
at the University of Missouri-Rolla, 
China’s growing shortages are due not 
only to depletion, but also to restructuring 
in which many thousands of dangerous 
and inefficient small mines have been 
closed on economic or safety grounds in 
recent years. But, he says, China may in- 
deed face long-term shortages because it 
has lagged behind in exploration, and 
mine bosses are desperate for the cash 


they need to develop new sources. 

The government has so far been slow to 
provide the money. With its debt inexora- 
bly rising as the demands on its resources 
mount, it has little choice. But, already fret- 
ting over the potential security risks of 
China’s rising appetite for imported oil, its 
leaders may soon see the wisdom of in- 
vesting more in domestic coal. James 
Brock, of Haarmann Hemmelrath, a man- 
agement consultancy, reckons the neces- 
sary capital investment in the industry 
would still cost China less than importing 
more of its energy. Rising demand, rising 





production costs and the added costs of 
washing coal to comply with newer envi- 
ronmental standards will all push prices 
up, he predicts, and“people may indeed — 
feel there is a shortage of coal at the prices 
they want to pay. But a physical shortage? I 
doubtit very much." s 





Japan 


Small victories, big lessons 


TOKYO 


Leaders who make themselves accountable are winning over local voters - 


HEIR national politics may be grid- 

locked, but Japanese voters can still 
find other outlets for their frustration. On 
April 13th, they turned out to choose gover- 
nors in ten prefectures, and filled local as- 
sembly seats in several areas. After watch- 
ing afew maverick governors shake up bits 
of Japan over the past few years, voters in 
other prefectures have decided to try it in 
their own backyards. 

The best example of this trend is 45- 
year-old Shigefumi Matsuzawa, who beat 
six other candidates this week to become 
the new governor of Kanagawa prefecture. 
Mr Matsuzawa had been a national legisla- 
tor for the Democrats, Japan's biggest op- 
position party, but grew fed up with its fu- 
tile attempts to gain power from the 
Liberal Democratic Party. Like many other 
candidates for governor, Mr Matsuzawa 
fought this election as an independent. 
Without help from the national parties, he 
took Kanagawa by tying himself to Japan's 
three best-known independent governors. 

One of them, Shintaro Ishihara, has 
been throwing stones at the national gov- 
ernment since he became Tokyo's gover- 
nor four years ago. He won a second term 
this week. Mr Ishihara proposed a local tax 
on banks last year, which was shot down 
by the courts but showed up the central 
bureaucrats who continue to coddle Japa- 
nese lenders. He has also made foreign 


policy awkward by calling for American _ 
military bases in his jurisdiction to be... . 
moved. Mr Matsuzawa was so impressed _ 
with such tactics that he ventured out of 
nearby Kanagawa to join Mr Ishihara on 
the Tokyo campaign trail. 5 
Mr Matsuzawa also praised the efforts 
of Yasuo Tanaka, the governor of Nagano, 
and Masayasu Kitagawa, the outgoing gov- = 
ernor of Mie. Mr Tanaka turned heads 
across Japan last year by keeping his 
pledge to halt dam construction in hispre- ~ 
fecture. Nagano’s local assemblymen, . 
who were determined to keep the public 
works money flowing, punished the gov- 
ernor last summer with a successful vote 
of no confidence, but Mr Tanaka took his 
case to Nagano’s voters and won his post >: 
backin September. Inthe recent Kanagawa — 
campaign, Mr Matsuzawa promised voters — . 
that he, like Mr Tanaka, would sticktospe- 
cific pledges no matter the cost. He bor- 
rowed an idea from the third governor, Mr 
Kitagawa, to stress his point. 
Just as Mr Kitagawa had done in Mie, 
Mr Matsuzawa published a manifesto pro- + 
mising specific outcomes for his prefec- 
ture, with precise targets to back them up. 
These included pledges to increase the 
number of day-care centres and nursing 
homes by at least half, to devote 20% mi 
space to parks, and to cut the local bure 
racy by 1,500 people while adding an » 
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equal number of police. Such pledges are 
normalin other democracies, butin Japan, 
where bureaucrats pull the strings, gover- 
nors have usually settled for empty plati- 
tudes over measurable commitments. 

Mr Kitagawa broke that mould in Mie, 
by taking personal responsibility for meet- 
ing his targets and by taking on the central 
government to do so. He killed off plans 
for a nuclear reactor, but is especially 
proud of his successful bid to lift the height 
limit on car carriers from 3.8 metres to 4.1 
metres, to which the central bureaucrats 
assented after Mr Kitagawa challenged 
them to a debate. Raising the number of 
cars on each carrier from three to four may 
seem a tiny triumph. But to Mr Kitagawa 
and his supporters, it meant a 33% increase 
in productivity and an immeasurable vic- 
tory over their national nemesis., 

Besides Mr, Matsuzawa, two dozen 
other candidates followed Mr Kitagawa’s 
advice by publishing similar manifestos 
during their campaigns. Many of these in- 
volved promises to cut public works and 
use the money for other projects, which in- 
variably requires a fierce battle with the 
central government. Those bureaucrats, it 
seems, will either have to start honing 
their debating skills, or get ready to give 
way more often. 8 


North Korea's nuclear weapons 


Switchback 


North Korea signals a change of heart 


(or the war in Iraq already be 
yielding fruit in North Korea? That is 
the optimistic interpretation of the latest 
anonymous comments from the coun- 
try's foreign ministry. A statement on 
April 12th declared that North Korea 
would "not stick to any particular dia- 
logue format" for discussions, so long as 
America made a “bold switch in its Ko- 
rean policy for the settlement of the nu- 
clear issue". But what did it mean? 

The bit about the format is simple, 
and welcome enough. For months now, 
all efforts to get America and North Ko- 
rea talking have been stymied by the 
North's insistence that any talks should 
be one-to-one, whereas America has in- 
sisted that they should involve the other 
main interested parties. North Korea, 
presumably, wants respect. The Ameri- 
can thinking is that Russia, China, Japan 
and South Korea would all have to be in- 
volved if a deal were to have any chance 
of sticking. In particular, they want to be 
sure that the Chinese, now the North's 
only significant supporter, back, rather 
than undermine, whatever is agreed. 

Now it looks as though North Korea 
is prepared to give ground on this point, 


South Korea's press 


A question of 
distortion 


SEOUL 
The new government is clashing with 
some of the country's newspapers 


Tu start of Roh Moo-hyun's presi- 
dency has been clouded by complaints 
from South Korea's newspapers that the 
government is trying to restrict their free- 
dom. Press rooms at government depart- 
ments are being replaced by "briefing" 
rooms. Reporters can see officials only by 
appointment. In the past reporters from 
top newspapers were able to meet officials 
freely, although often on the basis that 
their comments would not be attributed. 
The government says the changes are 
intended to contain the "unfair" ways 
newspapers "distort" official decision- 
making. On April 7th, known as Newspa- 
per Day, President Roh actually called for 
greater press freedom. But the country's 
top-selling three dailies, Chosun Ilbo, 
Donga Ilbo and Joongang Ilbo, say the gov- 
ernment is clamping down on the press. 
The Korea News Editors' Association says 


news that was swiftly welcomed by 
George Bush and the South Koreans. Re- 
ports say that talks could begin in Beijing 
as early as next week, initially involving 
just America, North Korea and China: 
other countries may be added later. If 
North Korea has really accepted this, it 
marks an important first step towards 
ending a nasty nuclear-tipped crisis. 
What, though, might the “bold 
switch" involve? This is the tricky part. It 
would be naive indeed of the North Ko- 
reans to imagine that the victorious 
Americans are in a mood to make sub- 
stantial concessions. Their objectives re- 
main as they were: a properly intrusive 
inspection regime, which could have de- 
tected North Korea's illicit uranium en- 
richment in good time; an end to missile 
exports and testing; tension-reducing ac- 
tion in the conventional-weapons arena. 
There is unlikely to be much of a switch 
from any of that. Saddam Hussein, after 
all, has just been toppled for supposedly 
possessing far less gruesome weaponry 
than North Korea has. But, if the North 
Koreans are ready to start talking seri- 
ously, diplomatic finesses will no doubt 
be available to mask their capitulation. 
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the policy restricts people's right to in- 
formation. It notes that South Korea does 
not have a freedom-of-information act, 
under which anyone can seek access to of- 
ficially-held documents. 

The government and the press clashed 
head-on in March when Mr Roh ap- 
pointed Seo Dong-ku to be president of the 
state-run Korean Broadcasting System. 
Newspapers questioned Mr Seo's impar- 
tiality for this sensitive job. He was Mr 
Roh's media adviser during last year's elec- 
tion campaign. Mr Seo offered his resigna- 
tion on April 2nd and, after some delibera- 
tion, Mr Roh accepted it. Also under attack 
is Lee Chang-dong, a former film director 
now running the culture and tourism min- 
istry. An enthusiast for the new policy, he 
calls for a “healthily strained" relationship 
between government and the press. 

Mr Roh's reputation as a liberal is now 
being questioned. His critics point out that 
his hostility towards the press goes back to 
1991, when he sued Chosun Ilbo's weekly 
edition for reporting that he owned an ex- 
pensive yacht during his bid to win elec- 
tion to the National Assembly (he was de- 
feated). Other observers say the clash 
reflects the growing pains of the country's 
expanding media. The big newspapers do 
have some questionable ways. For de- 
cades, the first editions of morning papers 
have been on sale the previous evening 
around seven. Early editions of newspa- 
pers are available in other countries, but in 
South Korea the government and big cor- 
porate advertisers often to try to get editors 
to change stories in later editions. 

Not all papers oppose the changes. Un- 
derthe new system, reporters from smaller 
ones and internet publications, previously 
excluded from press rooms, will be able to 
attend briefings, including those at the 
presidential Blue House. A survey last 
month found that showed that 59% of 
journalists approved of the changes. m 





In the media spotlight 


United States . 


The economy 





The great Easter budget battle 


WASHINGTON, DC 


Despite a repulse from Congress, the Bush administration and conservative 
Republicans are still fighting hard for big tax cuts 


S MEMBERS of Congress enjoy their 
Easter break, George Bush's hopes of 
winning a huge tax cut look fairly meagre. 
For weeks, two moderate Republican sen- 
ators, George Voinovich of Ohio and 
Olympia Snowe of Maine, worried by the 
rising budget deficit, have refused to sup- 
port a tax cut of more than $350 billion 
over ten years. That is less than half the 
$726 billion Mr Bush originally proposed, 
and well below the $550 billion the House 
of Representatives (and implicitly the 
White House) compromised on. 

On April 11th, the two rebels voted to 
support the official budget resolution, 
which outlines Congress's tax and spend- 
ing plans, but only after they won a public 
pledge from Charles Grassley, the top Re- 
publican tax-writer in the Senate, that no 
figure larger than $350 billion would pass 
this year. Mr Grassley is known for keep- 
ing his word. But it is already clear that 
Team Bush is not giving in without a fight. 

Ari Fleischer, the White House spokes- 
man, claimed this week that lowering the 
tax package from $550 billion to $350 bil- 
lion would cost 425,000 jobs this year and 
next. In a speech on April 15th, the day by 
which Americans must file their income- 
tax returns, Mr Bush argued that tax relief 
of atleast $550 billion was needed to make 
sure that the economy grows. Far better, he 
suggested, would be to have the full $726 
bilion package he originally proposed. 


That, he claimed, would create 1.4m new 
jobs by the end of 2004. 

To hammer the point home, Mr Bush 
has sent 25 officials to tout the virtues of 
tax cuts at 57 events in 40 cities in 26 states 
over the next two weeks. Haunted by the 
potential parallel with George Bush se- 
nior, who won a war and lost an election 
as the economy faltered (see page 34), this 
White House sees big tax cuts as the cen- 
trepiece of a bid to revive the economy. 

This does not mean that its argument 
makes sense either economically or elec- 
torally. Of course tax cuts can help to stim- 
ulate the sluggish economy (they have 
done just that over the past couple of 
years). But the best gauge of the economic 
effectiveness of a stimulus is not, as the 
Bush people repeatedly say, the tax cut's 
ten-year price tag. What matters is, first, the 
type of tax cuts that are introduced (and 
theimmediate stimulus they provide) and, 
second, the balance between this short- 
term boost and the long-term cost to the 
government in terms of lost revenue, 
higher borrowing costs and so on. 

As for the electoral impact, this is un- 
clear. To be sure, Americans are turning 
their minds from war and terrorism to the 
ills of the economy. According to a recent 
Gallup poll, 48% of Americans regard 
some aspect of the economy as the most 
important problem facing the country, the 
highest percentage for seven years. Ameri- 
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cans’ support for Mr Bush’s handling of 
the economy is also on the rise. 

The degree of support for big tax cuts, 
however, is harder to read. According to a 
new NBC/ Wall Street Journal poll, 72% of 
Americans think that providing economic 
stimulus is more important than curbing 
deficits (compared with 22% who don't). 
But in the same poll a plurality of respon- 
dents said that Congress should not pass 
Mr Bush’s tax plan. And in another recent 
poll, by the Associated Press, six out of ten 
Americans said this is not the time for tax 
cuts that worsen deficits. 

The aim of the White House’s public 
campaign is to generate enough grass- 
roots support to persuade the Senate’s re- 
calcitrant moderate Republicans, or per- 
haps some conservative Democrats, to 
change their minds and support a larger 
tax cut. But tax cutters are also looking at 
crafty ways around the Senate blockage. 

The $350 billion tax limit now implicit 
in the budget resolution is the maximum 
cost for tax cuts that are “filibuster proof” 
(ie, which need only 51 votes rather than » 
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> 60 to pass the Senate). However, the reso- 
lution allows a much higher figure—$1.3 
trillion—for overall tax cuts. So why not 
take extremely popular tax cuts, such as in- 
creasing the child tax credit, out of the 
reconciliation figure and hope that 60 sen- 
ators support them? The earmarked $350 
billion could then be devoted to Mr Bush's 
beloved but controversial elimination of 
dividend taxation. This is also the only 
new tax cut in Mr Bush's package (the rest 
is simply accelerating or making perma- 
nent his 20911ax cuts), so Mr Bush would 
eventually get most of what he wants. 

Such Schemes would have to find a 
way round. Ms Snowe, who has a pivotal 
seat on the’ Senate's tax-writing commit- 
tee. She Seerhs far less convinced by the 
dividend-tax plan than by the'need for 
more conventional stimuli, particularly 
upping federal assistance to the states. Mr 
Bush's people snipe that such moderate 
Republicanism has less to do with fiscal 
probity than a suspiciously Democrat-like 
love of government spending. 

In fact, the inability to control spending 
is a widespread disease in Washington—as 
shown by the money Congress voted for 
the war in Iraq. The White House origi- 
nally asked for $74.7 billion in a supple- 
mental bill to pay for the military opera- 
tions, extra homeland security and foreign 
aid for countries such as Turkey and Egypt. 
The final bill that emerged from Congress 
was worth $79 billion and included yet an- 
other bail-out for the airline industry 
along with several rashers of prime bacon 
(such as $110m for an animal-disease lab- 
oratory in Iowa). Much of this pork was 
the work of Mr Bush's Republicans. 

The budget resolution goes some way 
towards deterring that kind of behaviour, 
by reintroducing "spending caps". That 
means 60 senators must vote for any 
spending that exceeds agreed levels. And 
these totals are relatively tight. The plan is 
to have $784 billion of overall discretion- 
ary spending in fiscal 2004. 

But the budget resolution does nothing 
to tackle the biggest long-term problem- 
spending on entitlements, such as Medi- 
care, the health-care system for the elderly. 
Conservative Republicans in the House 
tried to cut entitlements, but they were 
quickly foiled. The White House's plan to 
control Medicare spending by encourag- 
ing older Americans to join managed-care 
systems has been all but abandoned. In- 
stead of spending cuts, the budget resolu- 
tion contains the promise of an extra $400 
billion over ten years for a new prescrip- 
tion-drug benefit. 

And that is the dirty secret of the battle 
about tax cuts: neither side is fiscally pure. 
Mr Bush is trying to disguise a huge tax cut 
as a short-term stimulus. His opponents’ 
claims to prudence evaporate at the sight 
of the first entitlement. And the long-term 
fiscal picture continues to deteriorate. m 
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But would assembling the 7E7 somewhere else make all that much difference? 


INCE 1954, when the Boeing company 

unveiled the Dash-80 jet that evolved 
into the Boeing 707, every commercial jet- 
liner the company has designed has been 
built in factories dotted around Seattle. In 
Renton, south-east of Seattle, on a site 
where Boeing built 8-29 bombers during 
the second world war, it turns out the 737 
and the 757. In Everett, north of Seattle, its 
factory, which includes the hugest build- 
ing in the world, produces the big 747s, 
767s and 777s. 

Those factories, however, were built in 
a very different time, when Boeing ruled 
the commercial-aircraft skies and com- 
mercial aviation itself was booming. To- 
day Airbus, a European consortium, 
matches Boeing almost aircraft-for-aircraft 
in both sales and production. And Boe- 
ing's commercial-airline customers, like 
everybody else's, are gasping after re- 
peated body-blows: the terrorist attacks of 
September 2001, the Iraq war, and now 
the outbreak of Severe Acute Respiratory 
Syndrome (SARs) in Asia, which is making 
life difficult for Cathay Pacific and other 
big Boeing customers in Asia. 

So Boeing's leaders are looking for any 
way to cut costs. In early April the com- 
pany terrified Seattle with a gently spoken 
announcement that it may build its next 
commercial airliner somewhere else. This 
two-engine aircraft will be called the 787; 
the letter between the numbers stands for 


"efficient", a virtuous word that is itself a 
sign of the times. The airlineris intended to 
carry 200-250 passengers and yet burn a 
fifth less fuel than similar-size aircraft fly- 
ing today, such as the Boeing 757 and Air- 
bus A330. 

Is the company bluffing about moving 
its factories? Traditionalists point out that 
the Big Bird has been tied to the region ever 
since William Boeing built his first aircraft 
in his boathouse on a Seattle lake in 1916. 
The only aircraft Boeing currently makes 
outside the region—the 717 in California— 
was a McDonnell-Douglas design that 
Boeing inherited when it bought the com- 
pany. There are a lot of jobless in Seattle; 
over the past decade, the company has laid 
off tens of thousands of people, some of 
whom are still looking for work. 

On the other hand, Boeing’s managers 
have long complained about the Seattle 
area’s chronic transportation woes and 
Washington state’s high taxes. In 2001, 
Boeing pointedly moved its corporate 
headquarters to Chicago. And since then 
the state has done little to sharpen itself 
up. In 2002 its legislature refused to pass a 
petrol tax that would have paid for $8 bil- 
lion in road improvements. Now itis wres- 
tling with a much smaller tax scheme that 
would barely start to meet the state’s needs 
for new roads, trains and ferries. 

Other states would offer Boeing plenty 
of incentives to move to them. Illinois pro- »» 
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> duced $41m in various blandishments just 
to get Boeing to bring its small headquar- 
ters staff to Chicago. Should Boeing build 
the 7E7 in Texas (one state being talked 
about), it would find cheaper land, a 
cheaper workforce and much less traffic. 
“Boeing has been pressured to death [to 
cut aircraft prices] by its customers, and 
now it's pushing that pain down to every- 
one else," says Richard Aboulafia, a man 
who keeps an eye on airlines at the Teal 
Group, based in Virginia. Itis even possible 
that Boeing could choose an overseas site— 
though Phil Condit, the company's boss, 
would face a firestorm if he did. 

In the two weeks since Boeing hinted at 
the 7E7 move, politicians in Washington 
state have tried hard to keep the 7£7 there. 
Maria Cantwell,a Democratic senator, has 
proposed federal money for an aerospace- 


Regulating vice 
Blown away 


NEW YORK 


research institute at the University of 
Washington which would study the light 
aluminium alloys Boeing may use in the 
7E7. The threat could also galvanise the 
state's legislature into providing the cash 


needed for better transport. 


These measures are probably too little, 
too late, says David Olson, of the Univer- 
sity of Washington. But the issue is not yet 
decided. Seattle still holds some good 
cards. Boeing has thousands of skilled and 
well-trained workers in the area, hundreds 
of whom have recently been laid off as 
production slows on the 747 and other air- 


liners. The slowdown has also given the 
company plenty of spare factory space at 
both the Renton and Everett plants. 


Anyway, the huffing and puffing over 


where Boeing assembles the 7E7 may turn 
out to be largely irrelevant. Assuming that 


New York's tough cigarette laws confront reality 


ACK in December, with relatively lit- 

tle controversy, New York City voted 
to ban smoking completely in restau- 
rants and bars, extending the existing 
ban on smoking in workplaces. The law, 
championed by the city's mayor, Mike 
Bloomberg, came into effect on April 1st. 
Yet already, it is becoming abundantly 
clear that passing a cigarette ban will be 
far easier than enforcing it. 

The most notable reaction occurred 
in the early hours of April 13th outside a 
fashionable bar on the Lower East Side 
when a bouncer collared an errant 
smoker. A melée ensued that eventually 
led to the bouncer's death from what ap- 
peared to be a stab wound. Three peo- 
ple, including the smoker, were arrested 
and then released. No weapon has been 
found and the witnesses seem to have 
lost any memory of what occurred. Ser- 
vices for the victim will be conducted by 
his brother, a church pastor who has pre- 
viously sermonised against smoking but 
now seems to have changed his mind 
about banning it. 

Whatever the truth behind this un- 
fortunate incident, resistance to the ban 
seems to be unfolding across the city. 
The rebellion has an economic element. 
Takings in bars are said to have dropped 
by 20% since the ban was introduced. 
Some principled New Yorkers also seem 
disgusted at Mr Bloomberg's nannying. 
But much of the truculence stems from 
the discovery that the cure is more trou- 
ble than the crime. 

Many bars and restaurants are po- 
litely asking patrons to cease smoking. 
But as with Prohibition in every neigh- 


bourhood, word is getting out about the 
bars where the bartender is just too busy 
to cite the new regulations, regardless of 
how unbusy the bartender might be. At 
nice hotels, obsequious waiters are re- 
luctant to tell potential big tippers to 
douse their cigars. Some bar owners are 
even asking the city to waive a law that 
prohibits them from employing police- 
men directly, so they can get somebody 
else to scold their customers. 

Nightclubs pose an even odder pro- 
blem. Not long ago, a successful night 
out in New York focused on bribing or 
cajoling your way into such dives. Now, 
much of the in-crowd, including (chil- 
dren, do not read this bit) many of the 
nicer looking ones, are to be found 
standing outside with a cigarette and a 
drink, risking prosecution for violating 
the city's long-standing ban on consum- 
ing alcohol in the streets. 

Hoping to ease the transition, the po- 
lice have made no arrests and, in any 
event, they are far more concerned at the 
moment by threats of terrorism. The 
city's health department, which is partly 
responsible for enforcement, has coura- 
geously announced that for the month 
of April it will hand out warnings, as op- 
posed to fines, for infractions. No records 
have been kept of anyone receiving a 
warning so far. 

Mr Bloomberg is pressing on. The 
city, despite a vicious budget crunch, is 
now adding special inspectors to put 
muscle into the new law. Twelve of 
them will soon be on the beat, and they 
had better get busy. The cigarette police 
have 14,000 sites to inspect. 


United States 31 


the company goes ahead with its hope- 
fully hyper-efficient new airliner—and the 
signs are that it will-the 7E7 will break 
new ground in terms of the way Boeing 
builds its aircraft. Subcontractors scattered 
around the world will probably do most of 
the manufacturing work, and the new air- 
liner's American "factory" will turn out to 
be not much more than a building where 
technicians bolt together ten or 11 large 
pieces and hook up some wires. 

Airbus works that way at its A330/340 
plant in Toulouse, France. There, a mere 
300 workers or so are enough to assemble 
components already wired, plumbed and 
insulated. That compares with the 7,400 
Boeing workers who build the 747, 767 and 
777. Whichever state wins the “7&7 factory” 
may not win all that much of anything. But 
it could pay plenty for the privilege. m 





Prisons for youngsters 


Tallulah tales 


TALLULAH, LOUISIANA 


A particularly ghastly jail 


EOPLE in America’s growing “juvenile 

corrections business” try to avoid the 
word “prison”. But no one would mistake 
the grim fortress at the edge of this down- 
at-heel town for anything else. Just past a 
string of junk shops, decrepit houses and 
long-shuttered storefronts sits a series of 
dull beige buildings surrounded by a 
chain-link fence and razor wire. 

Tallulah is the most notorious of Louisi- 
ana’s four youth prisons. After it opened 
under private ownership in 1994, the com- 
pany that ran it tried to cut costs by skimp- 
ing on salaries for guards and on food, 
clothing and schooling for inmates. 
Guards maintained control by beating in- » 
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> mates. Conditions improved after the state 
Department of Corrections took over in 
1999, but reports of violence continue. 
One young man had his jaw broken by 
guards. On April 14th a local juvenile-court 
judge, Mark Doherty, began hearings on 
whether the prison should be closed. 

Critics maintain that Louisiana's whole 
juvenile-justice system is unfair and coun- 
ter-productive. Fewer than one in ten of 
the 1,300 youths the state locks up at any 
given time are found guilty of murder, 
rape, armed robbery or other seriously 
violent crimes. Most are first offenders, 
and most have been found guilty of prop- 
erty and drug crimes, not violent ones. 
Some are younger than 14. Black children 
who misbehave are more likely to go to jail 
in Louisiana than white ones who commit 
the same offence. Rehabilitation pro- 
grammes are minimal: most inmates com- 
mit more crimes after their release. 

These worries are shared not just by the 
usual liberal do-gooders but also by tax- 
conscious conservatives who chafe at the 
high costs of incarceration, which come to 
about $55,000 per inmate per year. In 
March a commission of state legislators 
called for closing down Tallulah and using 
the savings to pay for "halfway houses", 
day treatment, counselling and other pro- 
grammes. The reform plan also calls for 
responsibility for juvenile justice to be re- 
moved from the state's Department of 
Corrections. 

Passing a law to do this will not be easy. 
A complex web of contracts obliges the 
state to pay the construction debt for Tallu- 
lah, which it doesn't own, even if the state 
shuts down the prison. (The actual owners 
are three friends of Edwin Edwards, a for- 
mer governor who is now in federal prison 
for unrelated misdeeds.) And the state's 
secretary of corrections, Richard Stalder, 
has some powerful defenders. 

Many of Louisiana's district attorneys 
and sheriffs instinctively back prison war- 
dens rather than penal reformers. Al- 
though conditions might seem Dickensian 
now, they are less chaotic than they were 
before Tallulah was built in the early 
1990s juvenile prisoners slept in broom 
closets and under other inmates’ beds. So 
far the state's Republican governor, Mike 
Foster, has not taken a position on the re- 
form plan, but his closest adviser used to 
be a district attorney in rural Louisiana. 

Ever since Huey Long's days, public ser- 
vices in Louisiana have had as much to do 
with providing jobs as with looking after 
the needy (or the criminal). This is a state 
that prefers to care for its elderly in an elab- 
orate, labour-intensive system of private 
nursing homes rather than spend money 
on nurses visiting people in their homes or 
on other forms of preventive care. Tallulah 
may be dangerous, inefficient and coun- 
ter-productive. But the juvenile-correction 
system employs 1,800 people. m 


Dictatorial mayors 


Baghdad by the 
lake 


CHICAGO 


Mayor Daley overreaches himself 


DICTATOR on the rampage; airfields 

destroyed; a pre-emptive strike; calls 
for outside intervention to bring democ- 
racy. It is not difficult to see why one car- 
toonist has lampooned Richard Daley's 
Chicago as "Baghdad by the lake". 

The row began last month, when Mr 
Daley, who recently won a fifth term as the 
city's mayor, sent, under cover of darkness 
and without warning, a squadron of bull- 
dozers to rip up the runway at Meigs Field, 
a small airport on the edge of Lake Michi- 
gan mostly used by private pilots. When 
the sun came up the next morning the 
combative Mr Daley, dubbed "the Red 
Baron" in indignant aviation circles, de- 
clared that Meigs, which is just opposite 
the city centre, had posed a terrorist threat 
to the security of Chicago's skyscrapers. 

Chicagoans have grown accustomed to 
strong-arm tactics by Mr Daley (who is the 
son of the equally mild-mannered 1960s 
mayor). But the midnight raid on Meigs set 
new standards of brashness. Mr Daley's 
commandos left 16 planes stranded on the 
airstrip, which is surrounded on three 
sides by water. Neither the Federal Avia- 
tion Administration nor the Department 
of Homeland Security was consulted. 

Now pilots are fighting back in the 
courts. A Cook County judge has given 
them some hope, rejecting Mr Daley’s at- 
tempt to have a suit filed by “the Friends of 
Meigs" immediately dismissed. The pilots 
have also won a temporary restraining or- 
der that prevents further destruction at the 
airport. And a federal suit, filed by the 
much larger Aircraft Owners and Pilots 
Association, is still pending. 
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The city’s hitherto tame business est 
lishment, which rather liked using Me 
is miffed. Some members of Congr 
have suggested the raid might affect C 
cago's future requests for federal transp 
tation money. Worse, Tom Ridge, : 
homeland security czar, has expres: 
doubts that the airstrip was closed for 
curity reasons. 

As Mr Ridge rightly points out, Mr I 
ley's intention to close down Meigs p 
dates September 11th 2001. The may 
who has long wanted to turn the lakefr 
site into a park, even managed to get 1 
airstrip closed for a time in 1996. In 2001 
agreed to keep it open as part of a d 
whereby George Ryan, the Republic 
who was then governor, agreed to supp 
an expansion of Chicago's main O'H; 
airport. Mr Daley says that deal died wh 
the O'Hare plan he still supports fot 
dered in Congress last year. 

Alas for the mayor, he may not get | 
lakefront park any time soon. The city 
short of money, and the assault on Me 
could make the site less attractive to t 
businessmen who have helped to pay : 
other green projects. Many ordinary C 
cagoans actually prefer a park to an airsti 
serving a tiny elite, but the mayor's tact 
have incensed them too. The uproar m 
die down; but the feeling at the momen: 
that the normally sure-footed Mr Dal 
may have overreached himself. m 
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Lexington | Like father, like son? 


The question that still haunts the Bush presidency 





ISTORY does not make a habit of exactly repeating itself. But 

in the Bush family it has a damn good try. George Bush has, 
so far, loyally trodden in his father’s footsteps: from Andover and 
Yale to the oil business; from public service to the presidency; 
and from the White House to the Gulf. 

Will the similarity end there? Now that a second Bush is en- 
joying the fruits of victory abroad while worrying about a falter- 
ing economy at home, it is hard not to suspect that history is 
about to repeat itself. Will he be the second Bush in a row to don 
the victor's laurels from Mesopotamia, only to see them turn to 
dust by the Capitol? The possibility brings mounting excitement 
on the American left, and a nagging unease on the right. 

Prophets of regime-change argue that the home front is far 
more important than foreign policy in deciding elections. (Ask 
the ghost of Winston Churchill as well as the elder Bush.) And 
they point to some pretty worrying numbers. America has lost 
some 2m jobs since Mr Bush took office. Bill Clinton presided 
over the creation of 23m new jobs, George Bush senior created 
2.5m. The current president could be the first since 1945 to go into 
an election having supervised a net growth in unemployment. 
The Dow Jones Industrial Average has fallen by almost a quarter 
since January 2001. Now some economists are raising the pros- 
pect of a double-dip recession, and many more argue that the 
economy is unlikely to turn around in time for the president to 
reap the benefits in November next year. 

Yet this economic determinism has two big flaws. The first is 
that George Bush senior did not lose only because of the econ- 
omy. He lost because his political machine fell apart. He alien- 
ated conservatives by breaking his promise not to raise taxes. He 
ignored domestic issues. The White House was divided into 
warring fiefs. After Lee Atwater, the first Bush's political Svengali, 
had died in the middle of his presidency, complacency took 
over. At an Oval Office meeting in 1992, the president pointed to 
his chair and asked, "Can you imagine Bill Clinton sitting here?" 
Uproarious laughter. A few months later, it had happened. 

In fact, Mr Clinton was an unusually good opponent-a natu- 
ral politician of the sort that comes along only once in a genera- 
tion. He sold himself as a new type of Democrat: tough on crime 
and foreign policy (he supported the first Gulf war) but brim- 


ming with bright ideas for the economy (remember all the ex- 
citement about training grants and public-private partnerships). 
And he had his own Atwater in the form of another hard-living 
southerner, James Carville. 

This time round the political situation is almost reversed. Mr 
Bush is making sure that he does not repeat his father's mistake 
of ignoring the domestic front, pushing hard for tax cuts and pro- 
ducing schemes for reforming Medicare. The White House is as 
tightly run as it has been in a generation, despite simmering ten- 
sions between Colin Powell and the administration's aviary of 
hawks. The Republican right increasingly regards Mr Bush as a 
new Reagan. And Karl Rove has proved himself a worthy succes- 
sor to Atwater, combining a broad vision of political realign- 
ment with an impressive grasp of the darker arts of politics. 

Last year, Mr Rove masterminded a stunning victory in the 
mid-term elections. The Republicans now control both houses 
of Congress and picked up 195 seats in state legislatures, their 
most impressive performance since 1928. Mr Rove is already rev- 
ving up Mr Bush's re-election machine, which will not lack 
money. In 2000, the price for admission to the ranks of the “Pio- 
neers"—Mtr Bush's club of fund-raisers—was $100,000; now it is 
being raised to $200,000 or possibly $250,000. There is talk of 
raising $200m, twice as much as in 2000. 

The Democrats, on the other hand, hardly have the look of a 
party that is ready to shove its way back into power. None of the 
front-runners has the Clinton touch: John Kerry is too tight- 
lipped and forbidding (and hails from liberal Massachusetts to 
boot); John Edwards is too boyish and inexperienced. Whereas 
Mr Clinton moved the party towards the centre, the anti-war 
movement and the candidacies of Howard Dean and Al Sharp- 
ton now seem to be tugging the Democrats to the left. They risk 
reviving a popular fear that has always stalked left-of-centre par- 
ties: that they cannot be entirely trusted with defence. 


A different sort of war 

Which brings us to the second flaw in the "like father, like son" 
argument. The second Gulf war was a very different affair from 
its predecessor. The first war was about restoring the balance of 
power in the Gulf region; it also came hot on the heels of the end 
of the cold war, which had boosted America's sense of security. 
No sooner had Saddam Hussein been slammed back into Iraq 
than Americans reverted to domestic affairs, renewing their 
clamour for a “peace dividend”. 

The second Gulf war, by contrast, has been presented as part 
of the war against terrorism. Of course, not all Americans see the 
connection between defanging al-Qaeda and eliminating the 
state sponsors of terrorism. And the current victory in Iraq still 
needs to be consolidated (finding some weapons of mass de- 
struction would help). But, given the ever-present threat of new 
terrorist attacks, no Democrat could risk disinterring Clinton's 
old slogan, "It's the economy, stupid", or claiming that Mr Bush 
was wasting his time on foreign policy. 

This is not to say that Mr Bush will romp home next year. 
Even Mr Rove expects a close fight. A striking number of Ameri- 
cans cannot bear the sight of Mr Bush, and will work their fin- 
gers to the bone to get rid of him. The Democrats will surely 
coalesce around a presentable figure of some sort. The White 
House hawks could even become deranged by the taste of blood. 
But anybody who expects the Bush electoral machine to collapse 
in 2004 as miserably as it did in 1992 is in for a surprise. 8 
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Chávez rides high, for now 


CARACAS 


A year after Venezuela’s failed coup, its president rules in triumph over a shattered 


and still-divided country 


N APRIL 13th, the broad Avenida Bolí- 

var in the heart of Venezuela's capital 
was a sea of flags in the national colours of 
red, yellow and blue, spattered with the 
scarlet berets of the political movement 
led by President Hugo Chávez. Behind the 
president, on his podium raised high 
above the crowd, was a vast billboard cele- 
brating the "civilian-military unity" that, 
in official mythology at least, restored Mr 
Chávez and his populist “Bolivarian revo- 
lution" to power after he was briefly 
ousted in a coup a year ago. 

Twelve months on, the balance of 
power in Venezuela has shifted dramati- 
cally. Mr Chávez celebrated the anniver- 
sary with an international "solidarity fo- 
rum" paid for out of public funds. Those 
attending included Carlos Lage, Cuba's 
vice-president. 

In contrast, Mr Chávez's opponents 
failed even to unite in commemoration of 
last year's events, in which 19 of their sup- 
porters were killed. Some of their rallies 
were cancelled for lack of support. The op- 
position is battered and leaderless. It is 
licking its wounds after the failure in Janu- 
ary of its second all-out bid to topple the 
president, this one through a two-month 
general strike that strangled the oil indus- 
try. The government claims that oil pro- 
duction is now back to normal, despite the 
sacking of nearly half the state oil com- 
pany's workforce. 

But Mr Chávez is presiding over a coun- 
try dramatically impoverished by 18 


months of bitter political conflict. The 
strike alone cost Venezuela 7.6% of its GDP, 
according to the National Assembly's 
economic advisory office. Many private 
firms have closed down. Since December, 
in one household in three a family mem- 
ber has lost his job, according to DatosIR, a 
market-research firm. Datanalisis, another 
survey firm, predicts a 30% drop in pur- 
chasing power this year, in a country 
where half the population is barely man- 
aging to subsist. Crime is soaring. 

The government has imposed ex- 
change controls, and is itself close to broke. 
When Mr Chávez said last month that Ven- 
ezuela would have to restructure its for- 
eign debt, finance officials quickly contra- 
dicted him. But the government faces a 
fiscal deficit this year of close to 7% of GDP, 
according to LatinSource, an economic 
consultancy. It is likely to press the Central 
Bank to print money, so inflation (31% dur- 
ing last year) is set to continue rising. 


Vegetable gardens for the poor 

The president brands the opposition as fas- 
cist coup-mongers. The opposition, for its 
part, accuses Mr Chávez of being an 
elected dictator. It is unclear, however, 
whom the hard-pressed Venezuelans will 
blame for their plight. Polls showed a 
slight increase in support for Mr Chávez 
during and after the strike. But that may 
not last. Officials fear that hunger could 
erode support for Mr Chávez among the 
poor. Beside the Avenida Bolívar, the gov- 
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ernment is sponsoring vegetable gardens. 

Thenexttestfor both sidesis likely to be 
a mid-term referendum on Mr Chávez's 
presidency. Under the constitution, this 
could be held from August onwards. Gov- 
ernment and opposition negotiators said 
last week that they had reached a "pre- 
agreement" to hold such a vote, after talks 
mediated by the Organisation of Ameri- 
can States. But there are many obstacles. 
The government has not even said 
whether it will sign the “pre-agreement”. 
Although the opposition in February gath- 
ered the 2.4m signatures needed to call a 
referendum, it will almost certainly have 
to repeat the exercise. There is no electoral 
authority in place. The National Electoral 
Council's term lapsed a year ago. A new 
council has yet to be appointed, because of 
wrangling not just between the two sides 
but within the opposition. 

All this means that the government has 
many ways in which to stall a referendum. 
If cornered, Mr Chávez could simply pre- 
cipitate an election. Since he is far more 
popular than any single opposition leader, 
he might win this—unless the opposition 
were to unite. There are no signs of that 
yet. The opposition is still shell-shocked 
after the strike. "Everyone is depressed and 
dispirited," admits an opposition source. It 
lacks a clear strategy as well as a leader. But 
the campaign for the referendum could 
quickly galvanise it again. 

For now, the heat has gone out of Ven- 
ezuela's political conflict. But neither side 
is interested in a lasting accommodation. 
The threat of violence still lurks. As the 
Chavistas geared up for their celebration, a 
bomb damaged the building in which the 
talks between the government and the op- 
position were held. Similar bombs went 
off at the Colombian consulate and the 
Spanish embassy in February. If Venezu- 
ela is indeed enjoying a truce, it is an un- 
easy one which shows nosign of lasting. m 
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Latin America aid the -— States 
The distance of 
neighbours 


MEXICO CITY 
Disagreements over the Iraqi war inject 
anew bitterness 


RUTALIST and squat, the American 

embassy in Mexico City has always 
had a forbidding air. As the fighting in Iraq 
raged, the ring of steel fences protecting it 
were pushed so far forward that they en- 
croached on Avenida Reforma, one of the 
capital’s main streets. That physical gap 
symbolises the political and emotional 
gulf that has opened up between Mexico 
and its main trading partner. Each day 
protests, and sometimes near-riots, took 
place outside the embassy, fuelled by a 
diet of gory, anti-American coverage of the 
Iraqi war in the Mexican media. 

Most Mexicans have been thoroughly 
opposed to the war. That is why President 
Vicente Fox volunteered the information 
that he would not have backed a second 
resolution on Iraq last month had the issue 
come to a vote in the Security Council, of 
which Mexico is a temporary member. 
Chile’s government, which holds Latin 
America's other Security Council seat, 
took a similar view. 

Their stance reflects opinion across the 
region. Only Colombia—which receives 
some $500m a year in American aid—and 
several small Central American countries 
have given diplomatic backing to the Un- 
ited States. Across Latin America, polls 
have shown 70-85% against the war. As a 
result of his stand, Mr Fox has seen his 
popularity soar, from 66% to 80% in the 
past two months, according to Daniel 
Lund, a pollster. That should help him in a 
crucial election in July, in which his party 
hopesto achieve a majority in Congress. In 
effect, he has opted to put the governabil- 
ity of Mexico above his country's most im- 
portant foreign relationship. 

Latin America's hostility to the war is 
hardly surprising. Several countries in the 
region have in the past been on the receiv- 
ing end of pre-emptive action by the Un- 
ited States, often to secure regime change. 
Nevertheless, after more than a decade of 
generally good relations, in which the Un- 
ited States has backed Latin American de- 
mocracy, President George Bush had 
hoped for more support. Especially from 
Mexico: Mr Fox once basked in Mr Bush's 
embrace and the assurance that his coun- 
try had “no more important relationship" 
than that with its southern neighbour. 

Mexican officials are keenly aware both 
of American disappointment and of how 
vital American goodwill is to their coun- 
try's commercial life. So they are doing 
their utmost to emphasise their value as 


LA 


TAE 


oso gis SU iex 





crucial partners in those other "wars", 
against terrorism and drugs. As the bombs 
began to fall in Iraq, Mexico rushed 10,000 
more troops to its northern border with 
the United States, and 3,000 to its southern 
border, in a loud show of extra security 
against terrorist infiltration. 

Will Mexico, and the rest of Latin Amer- 
ica, now pay a price for their opposition to 
the war? Tony Garza, the new American 
ambassador to Mexico, says that he can de- 
tect no appetite for revenge (if only be- 
cause most of this is directed at France). He 
adds that there will be "fallout", but in 
Congress and governors' mansions. Mex- 
ico will have to go “congressman to con- 
gressman, issue by issue" to repair some of 
the damage. 

Others are even less sanguine. Mexico 
and Chile are seen as having betrayed an 
administration that is not known for being 
forgiving, says Michael Shifter of the Inter- 
American Dialogue, a Washington think- 
tank. Rather than overt reprisals, "There'll 
be alot of foot-dragging," he says. It has al- 
ready been noted that Mr Bush took four 
days to return a recent call from Mr Fox. Re- 
publican business managers in Congress 
have detached from a bill approving a free- 
trade pact with Singapore approval of a 
similar pact with Chile, ensuring its (per- 
haps lengthy) delay. 

There will also be extra help for friends. 
An additional $100m in aid for Colombia 
has been tacked on to the American bill for 
the war. Mr Bush last week received the 
five Central American presidents. The ad- 
ministration is likely to push ahead 
quickly with free-trade talks with their 
countries, begun in December. 

But Latin Americans argue that for all 
Mr Bush's talk of making the region a pri- 
ority, the record was already patchy. Mex- 
ico's hopes of an agreement on migration 
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How Mexico sees its trade partner 
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have come to nothing. The administration 
at first opposed financial bail-outs in Latin 
America, only to reverse that policy last 
year as Argentina's economic woes threat- 
ened to spread. In long-running talks for a 
34-country Free-Trade Area of the Ameri- 
cas, the administration's approach ap- 
pears calculated to preclude agreement 
with Mercosur, South America's main 
trading block. Its policy towards Hugo 
Chávez's disastrous rule in Venezuela has 
been inconsistent. And it has been accused 
of failing to provide extra anti-drug aid 
that might have prevented an explosion of 
unrest in Bolivia this year. 

Many common interests still bind the 
continent together. And Mr Bush knows 
that Latino voters in the United States will 
play an important part in his chances of re- 
election. But the high hopes of a few years 
ago of a new partnership in the Americas 
have been dashed. A period of coolness in 
inter-American relations looks inevitable, 
even if it will notlastforever. 8 


Quebec's election 
A spring surprise 


MONTREAL 
Jean Charest has shown that a good 
Quebecker can be a federalist 


ERHAPS the arrival of spring brought 
with it a sudden desire for change. 
Whatever the reason, in the final few days 
of Quebec's provincial-election campaign, 
voters swung away from the ruling, seces- 
sionist, Parti Québécois (PQ), and handed 
a swingeing victory to Jean Charest and 
his Liberal Party. In doing so they re- 
mained true to their record since the 1970s 
of never letting a party rule for more than 
two consecutive terms. They also buried 
the glowing embers of Quebec separat- 
ism-at least for a while. *Quebec's leader- 
ship will make Canada a stronger place," 
said Mr Charest in his victory speech. 
Throughout the campaign, polls had 
shown that over half the voters were 
happy with the PỌ, and preferred its 
leader, Bernard Landry, to Mr Charest. But 
on polling day on April 14th they had had a 
change of heart. With 46% of the vote, the 
Liberals took 76 seats in the 125-seat legisla- 
ture, while the PO won 33% and 45 seats. 
Mr Charest promises to cut Quebec's 
high taxes, while also improving its health 
and education systems. But his main 
achievement was to convince enough 
French-speaking Quebeckers that the 
province's interests are safe with him. A 
minister in the Conservative government 
of Brian Mulroney (1984-93), and then 
himself the federal Tory leader, Mr Charest 
made his political career in Ottawa. After a » 
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> referendum on Quebec's secession in 1995 
was only narrowly defeated, he was press- 
ganged into provincial politics as Liberal 
leader. Outside Quebec, Mr Charest was 
seen as the best hope of Canadian unity. 
Inside it, he was soon regarded as the agent 
of Ottawa. Now the voters have accepted 
hisclaim to be both a good Canadian and a 
proud Quebecker. 

He was helped in this respect by Mario 
Dumont, the leader of Action Démocra- 
tique du Québec (AD Q), a fledgling conser- 
vative party. Though the apg took only 
four seats, it won 18% of the vote, much of 
it apparently from the Po. It sucked off 
enough of the PQ’s supporters to allow the 
Liberals to win in many French-speaking 
districts outside greater Montreal. In the 
campaign debate, Mr Charest was able to 
paint Mr Dumont as more dependent on 


Colombia's conflicts 


Safety of a sort 


CARTAGENA 


A growing tide of refugees floods the cities 
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ARTAGENA, à Caribbean resort of 

splendid colonial architecture, has 
long escaped the brunt of Colombia's viol- 
ent conflicts. That has made it a place of 
refuge for people like Sandra Palmera. She 
arrived in the city eight months ago, after 
armed men had seized her husband from 
their farm in Necoclí, 260km (165 miles) 
away. Ms Palmera, whois 19, now livesin a 
shack made of plastic sheeting at Lion Is- 
land, a patch of earth next to a swamp. She 
has two small children, one of them born 
in the shack, but no water or electricity; the 
only aid she has received has been from 
neighbours and from the UN’s World Food 
Programme, which provides food for a 
community kitchen at Lion Island. 

Ms Palmera has become part of Colom- 
bia's huge, but often overlooked, refugee 
problem. According to official figures, 
more than 1m people have been “inter- 
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federalist business interests than he. 

The prime minister, Jean Chrétien, an- 
other Quebecker, said he was heartened 
by the election. But there is no love lost be- 
tween him and Mr Charest. Rather, Que- 
bec's new premier is close to Paul Martin, 
Canada's former finance minister and the 
favourite to replace Mr Chrétien when he 
steps down in ten months. 

That friendship may be tested. To prove 
his Québécois credentials, Mr Charest has 
promised to fight for a more decentralised 
federalism. Whoever is in power in Ot- 
tawa will find it harder to brush off those 
demands now that a friend of Canada is 
running Quebec. After all, as Mr Landry, 
who is likely to step down as Po leader, 
pointed out in his concession speech, 
"next election the party of change will be 
the Parti Québécois." m 


nally displaced" since 1995. The true figure 
may be over 2m, says Luis Alfonso Hoyos, 
who runs the Social Solidarity Network, 
the government agency responsible for 
helping the refugees. Many fail to register, 
out of fear, ignorance or scepticism that aid 
will reach them. CODHES, à non-govern- 
mental organisation, claims that 2.8m 
have been displaced since 1985. 

All agree that Colombia's refugee pro- 
blem is one of the world's largest, similar 
in scale to those of Angola, Congo and Su- 
dan. It is still getting worse: according to 
CODHES, more than 412,000 were forced 
to flee their homes last year, compared 
with 342,000 in 2001. 

Whole communities have been 
uprooted from rural areas, as Colombia's 
three illegal armed groups-the guerrillas 
of the FARC and the ELN, and right-wing 
paramilitary vigilantes—battle each other 
and the armed forces for territory. Some- 
times the exodus is the result of fighting: 
last year residents of Bojayá, an impover- 
ished, mainly black village in Chocó prov- 
ince, fled after more than 100 villagers had 
died in battles between the FARC and pa- 
ramilitaries. Others flee threats and intimi- 
datory selective killings. Around 40% of 
displaced people are the victims of the pa- 
ramilitaries, and about a third are fleeing 
the guerrillas, according to Harvey Suárez 
of CODHES. Black and indigenous Colom- 
bians are disproportionately affected. 

Cartagena has become a particular 
magnet for refugees. Its hinterland in- 
cludes the Montes de Maria, a much-dis- 


puted area where President Álvaro Uribe 
has recently imposed extra security con- 
trols. According to official figures, Carta- 
gena's population of 900,000 includes 
26,000 internally displaced people; the 
true figure may be more than 70,000. 

In their makeshift new homes, the refu- 
gees face grim conditions and resentment 
from the local poor. In Cartagena, a once 
prosperous place, 7096 of the inhabitants 
are now poor and 30% lack proper jobs, ac- 
cording to Armando de Avila, the city's so- 
cial-development secretary. He says his 
department's budget can at best reach 10% 
of those who need help. The refugees 
sometimes face violence and score-set- 
tling. In Medellín and Bogotá, officials say 
that continued violence is forcing people 
to shift around the city. 

Colombia's previous government be- 
gan to take steps to help internally dis- 
placed people. Those who register get 
emergency help, including food, for three 
months, extendable for another three. But 
the Social Solidarity Network has been 
overwhelmed by the rise in displace- 
ments: the queue for aid numbers 60,000 
families, though Mr Hoyos says he hopes 
to clear the backlog within a year. Many 
refugees fail to establish themselves in jobs 
and permanent homes. "We help people 
for three months and then they are back to 
square one," says John Mahony, a Catholic 
priest in Cartagena. 

Mr Uribe, who took office last August, 
hopes to cut the flow of refugees by setting 
up police stations in 170 towns which 
lacked them when he came to power. He 
also aims to return 30,000 families to their 
original lands and villages by 2006. AII 
agree that this is desirable if done volunta- 
rily; otherwise, aid- workers fear that meet- 
ing this goal risks endangering the home- 
comers. In the end, Colombia's refugee 
problem will be settled only when the 
country achieves greater security and thus 
faster economic growth. In the meantime, 
much more help is needed. m 





How many will be able to go home? 
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Put-putting to democracy 


WARRI 


A parliamentary poll complete, a presidential election to come, and no coup likely 


66° THE election went quite well, consid- 

ering the situation,” says Christian 
Igbuku, an electoral official. Nigeria’s par- 
liamentary poll on April 12th was delayed 
for a day in Warri, the smoggy, garbage- 
choked oil town where Mr Igbuku lives. 
Then, when it took place, nearly four-fifths 
of the voters in his ward were too fright- 
ened to vote. Youths waving submachine- 
guns from their Mercedes drew up outside 
one polling station and demanded the bal- 
lot papers, boxes and result sheets. “Of 
course, they got them,” says Mr Igbuku, 
“We're not stupid." 

None of this, however, was worse than 
expected. Warri and its surrounding creeks 
and swamps are fractious even by Niger- 
ian standards. Ethnic violence is common, 
especially at elections. Politicians are ex- 
pected to give jobs to, and spend public 
money on, members of their own tribe. 
The Ijaws, the largest tribe around Warri, 
complain that unfair electoral boundaries 
prevent them from winning control of lo- 
cal government. Ijaw youths threatened to 
disrupt the election unless the boundaries 
were redrawn. They kept their word. 

Last month, using speedboats with 
mounted machineguns, a group of Ijaws 
attacked villages inhabited by the Itsekiri 
tribe, the relatively well-educated minor- 
ity who dominate local politics. Itsekiri 
leaders say that at least 100 people died, al- 


though this cannot be confirmed. 

The central government has tried, with 
some success, to restore order. The army 
was sent in, and Warri is now under cur- 
few. The streets are punctuated by breeze- 
block roadblocks, cars are searched for 
arms, and anyone who speaks disrespect- 
fully to a soldier is made to hop along the 
street in a squatting posture, like a frog. 

But the violence is hard to stamp out. 
Politics in Nigeria is a scramble for a share 
of the stuff they pump in Warri: the oil that 
provides more than 95% of exports and al- 


most all government revenue. Political of- 


fice tends to enrich the office-holder and, 
on a smaller scale, his tribe, so many can- 
didates are prepared to fight for it, and 
many of their young, jobless male cousins 
are happy to pull triggers for them. 

There is also a worrying overlap be- 
tween politics and organised crime. One 
reason the ljaw militants are so well- 
armed, according to the Itsekiris, is that 
they make fat profits from "bunkering". 
This entails puncturing oil pipes, siphon- 
ing off the oil and selling it to Russian 
smugglers. Several youth leaders sport 
gold watches and satellite telephones. 

In Nigeria as a whole, as in Warri, the 
election could have been worse. The coun- 
try's latest experiment with democracy is 
only four years old, so you would expect 
hiccups, at the least. Ten people were re- 
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ported killed in a village in Bayelsa, one of 
the country’s 36 states. Elsewhere several 
vehicles carrying electoral materials were 
hijacked. And an assassin’s bullet aimed at 
a candidate for governor in Enugu state 
“missed him by the whiskers”, according 
to the Sunday Champion, a local paper. 
Shambolic organisation allowed vote- 
riggers to do their work undetected. Some 
cheats held palm kernels over their 
thumbs to disguise the print, enabling 
them to register often. Overall, the voting 
was popular, peaceful and probably more 
or less reflected the will of the people. 
Early results suggested a strong major- 
ity for the ruling People’s Democratic 
Party. But Muhammadu Buhari, the main 
opposition leader, cried foul and called for 
a fresh election. He gave no sign, however, 
of withdrawing his name from the presi- 
dential election that is due on April 19th. 
Will last weekend's vote produce a bet- 
ter parliament? It would be hard to do 
worse than the last one. Its members re- 
fused to pass a bill outlawing political vio- 
lence, and some reportedly requested 
bribes to support an anti-corruption bill. » 
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» Given that most incumbents look set to mainly Christian and animist south, partly 


keep their jobs, there seems to be only a 
slight chance of cleaner or more benevo- 
lent law-making. 

On the plus side, the army will proba- 
bly accept the result of both elections. If so, 
it would be one of the extremely rare times 
in the 43 years since independence that a 
civilian government has held an election 
unaccompanied by a coup. Sadly, one rea- 
son for the quiet in the barracks is that the 
military elite, having looted the country 
for so long, are much richer than other Ni- 
gerians, and have been generous in their 
support of candidates they like. In a field 
of 20, both leading contenders, and two 
others, are retired generals. 


General v general 

The front-runner is the incumbent, Oluse- 
gun Obasanjo, a former military ruler who 
has reinvented himself as a popularly 
elected civilian president. Chasing him is 
Mr Buhari, another former military ruler 
who would very much like to do the same. 
The third serious candidate is Emeka 
Ojukwu, who led the attempt by south- 
eastern Nigeria to secede in 1967-70, spark- 
ing a war that cost 1m lives.He is supported 
by the Ibos, one of Nigeria's three largest 
tribes, but that will surely not be enough to 
allow him to win. 

Mr Obasanjo first became head of state 
in 1976, when the military ruler, Murtala 
Muhammad, was murdered. As his dep- 
uty, Mr Obasanjo was automatically ele- 
vated. He promised to hold elections and 
step aside. To some surprise, he did. He 
was roused from chicken-farming retire- 
ment to contest an election in 1999, after 
the death the previous year of Sani Aba- 
cha, arguably Nigeria's nastiest ruler. 

In his four years as a civilian president, 
Mr Obasanjo has allowed unprecedented 
freedom of speech and association. But 
perhaps because he is less brutal than his 
predecessor, ethnic violence has grown 
worse, claiming more than 10,000 lives. 
He has liberalised the economy a bit, lead- 
ing most noticeably to an explosion in the 
number of mobile telephones. 

But Nigeria is not noticeably richer, and 
two-thirds of its people still live on less 
than $1 a day. Many southerners will vote 
for him because he is a southerner and a 
Christian. Others will support him be- 
cause they think he is at least trying to fix 
the country's enormous problems. 

Mr Buhari, who seized power in a coup 
at the very end of 1983 and was ousted in 
another in mid-1985, has the reputation of 
having been a serious, hard-working, as- 
cetic dictator, unlike some of those who 
came before and after him. A northern 
Muslim, he is popular in the mainly-Mus- 
lim north, partly because of his support for 
Islamic criminal law, which 12 northern 
states have adopted since 1999, possibly 
unconstitutionally. He is unpopular in the 


for the same reason. 

Mr Obasanjo's tolerance of criticism 
has been gloriously evident during the 
campaign. Thirteen state governors are un- 
der investigation for corruption, and news- 
papers describe their alleged misdeeds in 
salacious detail. 

Mr Buhari, who used to jail his own 
critics, has not let that irony check his ton- 
gue. According to Transparency Interna- 
tional, an anti-corruption group based in 
Berlin, Nigeria is the world's second most 
corrupt country. Vote for Obasanjo, goes 
one of Mr Buhari's slogans, and "help 
make Nigeria No 1". The Buhari campaign 
has also offered 100,000 naira ($765) to 
anyone who can name a promise Mr Oba- 
sanjo has kept. 

Mr Obasanjo's response has been 
equally sharp. To remind voters of Mr Bu- 
hari's disastrous attempt to impose com- 
mand economics on Nigeria, one cam- 
paign cartoon shows a long queue outside 
an empty shop marked "essential com- 
modities", with a soldier whipping one of 
the people waiting in line. His campaign 
also offers a cash reward to anyone who 
can find an instance of Mr Buhari speaking 
in favour of democracy before he decided 
to run for the presidency. 

Meanwhile, in Warri, a row of shipping 
crates which Itsekiri traders had turned 
into makeshift shops stands charred and 
abandoned, having been torched by the 
Ijaws in their raids. Locals are philosophi- 
cal. "Democracy is good," says Godwin 
Eweye, a video-store owner, "but Nigeria 
is not yet fully democratic." m 


South Africa and AIDS 
Get on with it 


CAPE TOWN 
South African activists want their 
government's dithering to stop 


OZENS of protesters block the en- 

trance to a Cape Town hotel, peering 
into passing limousines, hoping to find 
Manto Tshabalala-Msimang, the minister 
of health. Their posters proclaim that the 
minister is wanted for murder. This is be- 
cause of the government's failure to pro- 
vide anti-retroviral drugs to the millions of 
HIV-positive South Africans who cannot 
afford to buy them. Dr Tshabalala-Msi- 
mang manages to sneak into the hotel 
through a back door. But the protesters 
have successfully made their point. 

This incident, earlier this month, was 
the start of a nationwide civil-disobedi- 
ence campaign, led by a well-organised 
group of AIDS activists known as the Treat- 
ment Action Campaign. The leader of the 





Zackie Achmat, man of principle 


group, Zackie Achmat, has impressive cre- 
dentials. He is H1v-positive, but refuses to 
take anti-retrovirals on principle, until 
they are available free through the na- 
tional health system. Nor is he any 
stranger to struggle. Locked up seven times 
by the old white regime for fighting apart- 
heid, he says he isnow prepared to go back 
to prison if it will help Arps sufferers. "It's 
very painful to be taking this action against 
our ANC government," he says, "it's like 
fighting against your own parents.” 

The ANC, of course, knows all about 
civil disobedience. It started using it in the 
1950s, and the marches, the strikes, the rent 
boycotts and the burning of passes are 
now part of its folklore. Today it finds itself 
under increasing pressure to change its 
policies on AIDS. 

Mr Achmat and his fellow campaigners 
reserve most of their fury for Dr Tshaba- 
lala-Msimang, whom they hold to be in- 
competent. But the minister takes her cue 
from the president, Thabo Mbeki, who has 
conspicuously failed to provide leadership 
in the face of the Arps pandemic. South 
Africa has a bigger HIV-positive popula- 
tion than any other country, but Mr Mbeki 
does not like to talk about the disease, and 
doubts whether anti-retroviral drugs are 
safe or effective. 

It is left to beleaguered officials at the 
Ministry of Health to explain the govern- 
ment's position. They argue that just giv- 
ing out pills to poor, uneducated people is 
not the solution; if patients do not follow 
the correct treatment regimen, the drugs 
quickly become ineffective. The govern- 
ment also likes to point to the large sums of 
money it now spends on AIDs education 
and prevention in schools and elsewhere. 

Fair enough, says Mr Achmat, but treat- »» 
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ment is still essential. Not just because it 
keeps people alive, but also because it 
helps to remove the stigma and denial that 
surround the disease in southern Africa, 
not least by encouraging people to come 
forward for HIV tests. 

A growing number of companies ap- 
pear to agree with him. Anglo American 
estimates that one quarter of its workforce 
is HIV-positive. It now offers free anti-retro- 
virals to those with A1Ds-related diseases. 
This is an expensive commitment, but it 
keeps productive workers alive. Brian 
Brink, director of Anglo American's AIDS 
policy, describes the initial responses to 
this offer as encouraging, with patients 
now willing to talk about Arps, instead of 
hiding it away. "It's a complete transforma- 
tion in attitude," he claims. 


Israel and the Palestinians 


A moderate spin 


JERUSALEM AND RAMALLAH 
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The government says that the minis- 
tries of health and finance are now assess- 
ing the feasibility of a comprehensive 
drug-treatment plan, and a decision is ex- 
pected soon. But Mr Achmat and his fel- 
low campaigners say that, with some 600 
South Africans dying from arps-related 
diseases each day, any delays must be 
measured in human lives. 

Last week a distinguished visitor 
agreed. Richard Feachem, head of the UN's 
Global Fund to Fight arps, Tuberculosis 
and Malaria, pointed out that poorer coun- 
tries in Africa, such as Malawi and 
Uganda, are already offering anti-retrovi- 
rals through their public health services. 
"It is not easy," says Professor Feachem, 
"and it will be expensive, but one has to 
start, and the best timeto startis now." 8 


Ariel Sharon's latest words were long on charm, short on substance 


HE American-British victory in Iraq, 

says Israel's Ariel Sharon, creates a 
"new period of opportunity for Middle- 
East peacemaking which we mustn't let 
slip by." Mr Sharon told the newspaper 
Haaretz this week that he, for one, would 
be pursuing that opportunity seriously, 
and that, for lasting peace, he was ready for 
painful concessions. Some settlements 
would have to go, to make way for the Pal- 
estinian state which, "realistically speak- 
ing", would eventually come into being. 
"We should not rule over another people 
nor run their lives," added Mr Sharon. His 
point seemed brutally driven home two 
days later when three Israelis, two of them 
civilians, and three Palestinians were 
killed in the West Bank and Gaza. 

Two of the ultra-rightist partners in his 
coalition threatened to bolt if any of Mr 
Sharon's concessions actually happened. 
They needn't start clearing their desks. In 
practice, the prime minister greeted the 
new period of opportunity by sending his 
top aide to Washington this week to argue 
with the administration over a still-to-be- 
published road map designed to resume 
the peace process. 

One of Mr Sharon's conditions for re- 
suming the process is that the Palestinians 
"make it clear right at the start" that they 
forgo the right of return of the 1948 refu- 
gees. He wants a complete ceasefire and 
the militias disarmed, plus a lengthy per- 
iod of quiet, before Israel has to pull back 
its troops from Palestinian towns. As for Is- 
rael's removing a slew of illegal new settle- 
ments, and freezing the expansion of the 





Sharon's silver tongue 


older ones, Mr Sharon says this is “a deli- 
cate issue that should come up in the final 
phase of the negotiations. We should not 
have to deal with it now." 

A draft of the road map approved in De- 
cember by the Quartet (America, the EU, 
Russia and the UN) proposed that Israel 
"immediately" dismantle settlement out- 
posts erected since March 2001, and also 
"freeze all settlement activity (including 
natural growth of settlements)" in the first 
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phase of the three-phase process. But Mr 
Sharon's position is that the road map 
must be implemented sequentially, not in 
parallel. In other words, the Palestinians 
are to move first, and Israel only once it is 
satisfied with the Palestinians’ perfor- 
mance. This, Israel's left-of-centre opposi- 
tion says, will mean no movement at all: 
beyond the moderate spin, the substance 
remains as unyielding as ever. 

The question is what the Americans 
will make of it. On the Israeli right, the 
hope is that the Bushites will back away 
from a fight with Israel's political suppor- 
ters in Washington. But administration of- 
ficials indicated this week they would re- 
sist Mr Sharon's interpretation and insist 
on parallel performance of the map- 
which they suggest should begin once it is 
formally published. 

The map, George Bush has decreed, 
will be published when Mahmoud Abbas, 
the new Palestinian prime minister, forms 
his government. On April 13th Mr Abbas 
submitted a list of ministers to the leaders 
of Fatah, the ruling faction within the Pal- 
estinian Authority. He sought to please 
everybody. But, rather like his boss, Yasser 
Arafat, he ended by pleasing nobody save 
his staunchest supporters. 

Young reformers within Fatah moaned 
that the new order kept too many old "cor- 
rupt" faces in government, including such 
top negotiators as Nabil Shath, Saeb Erekat 
and Yasser Abed Rabbo. Others said the 
cabinet was short on independent figures 
committed to the rule of law. Women 
pointed out that there were no women. 

The fiercest quarrel was over the inte- 
rior minister, who will have the job of 
drumming order into the PA's demor- 
alised security forces. Mr Abbas wanted 
Muhammad Dahlan, the former security 
chief in Gaza. Mr Dahlan is also the pre- 
ferred candidate of America, Egypt, Jordan 
and the Eu, all of whom are supposed to 
help reform the PA's security forces. But 
many Fatah members, suspicious of pre- 
cisely these affiliations, wanted the incum- 
bent, Hani al-Hasan, a veteran Fatah 
leader loyal to Mr Arafat, to stay on. 

Mr Abbas then proposed that he him- 
self would be interior minister and Mr 
Dahlan would be "state minister for inte- 
rior affairs". Fatah rejected the compro- 
mise. So did Mr Arafat, who then began in- 
tensive talks with Mr Abbas. 

The two old hands will probably soon 
find a way round a dispute that is more 
about turf than policy. Both men agree 
that the road map is the only plan in town, 
that the “armed intifada” has to be ended, 
and the PA has to be rebuilt. The much 
graver misgivings are whether the map 
will get anybody anywhere. The Palestin- 
ian leaders have accepted it "as it is", 
meaning that Israel and the PA follow its 
directions simultaneously. Mr Sharon, for 
all his purring words, hasnot. 8 


France's diplomacy 


Cocorico? Or the chickens come home 
to roost? 


PARIS 








After a meeting in Russia of Europe's three leading opponents of the war in Iraq, 


France's president has most to lose 


Tas headlines have been disquieting: 
"Washington intends to make France 
pay"; "Chirac, king of peace without a 
crown". Indeed. Now that America has 
toppled Saddam Hussein, President 
Jacques Chirac's anti-war stand seems not 
just irrelevant but, increasingly, also da- 
maging. After all, America's deputy de- 
fence secretary, Paul Wolfowitz, told 
American senators last week that France 
“is going to pay some consequences"—a 
threat, in the present economic gloom, that 
French business takes seriously. 

So what is Mr Chirac to do? One an- 
swer is to repeat that the Franco-American 
disagreement has always been more 
about the means than the end. After Bagh- 
dad fell to America's troops, Mr Chirac is- 
sued a statement "rejoicing, as in all de- 
mocracies, at the collapse of Saddam 
Hussein's dictatorship." A second answer 
is to consolidate what has become known 
as "the peace camp", hence the two-day 
summit last week in St Petersburg with 
Russia's President Vladimir Putin and Ger- 
many's Chancellor Gerhard Schróder. 
And a third answer is to step up the dip- 
lomatic pace, hence the three-day sprint at 
the end of last week by France's foreign 
minister, Dominique de Villepin, through 
Egypt, Syria, Lebanon and Saudi Arabia. 

And what will all this add up to? Presi- 


dent Bush is said to take political slights 
personally, which may be why he and Mr 
Chirac had not spoken to each other for 
two months until the French president 
rang up on April 15th. Given the climate in 
Washington (the sensationalists of Fox 
News are not alone in describing Mr Chir- 
ac as a "weasel"), it may be some time be- 
fore America forgives France for its threat 
to wield its UN veto against war ^whatever 
the circumstances". Mr Wolfowitz suggests 
that France and the other peaceniks, if they 
want to repent, should write off the debts 
owed them by Iraq; France's may be as 
much as $8 billion. "I hope, for example, 
they'll think aboutthe very large debts that 
come from money that was lent to the dic- 
tator to buy weapons and to build palaces 
and to build instruments of repression." 
The pessimists, in French terms, are 
similarly worried on the diplomatic front. 
The peace camp looks more like an alli- 
ance of convenience than of conviction. 
Mr Schróder's opposition to war in Iraq 
helped him win re-election last Septem- 
ber. Similarly, Vladimir Putin's hostility to 
the war is surely dictated, in part at least, 
by pragmatism: not only is Russia, with a 
large Muslim minority, bordered by unsta- 
ble Muslim countries, but Mr Putin's gen- 
erals are keen that post-cold-war Russia 
does not become too subservient to its 
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new American ally. Strip away the rhetoric 
and it is plain that, though the St Peters- 
burg trio (the summit was originally 
planned as a Russo-German one) can 
agree easily enough on the need to involve 
the United Nations in the administration 
of Iraq, they do not see eye to eye over re- 
dressing the transatlantic balance. 

Mr Schróder's government, for exam- 
ple, is noticeably trying to get back into 
America's good books. Meanwhile, what- 
ever the disagreement over Iraq, Mr Putin 
continues to see friendship with America 
as being more important to Russia in the 
longrun than friendship with France. 

Arguably, the same can be said even of 
the Arab governments that have just wel- 
comed Mr de Villepin. France has been 
promoting the Arab-Israeli peace process, 
arguing that the “road map" agreed on by 
the European Union, the United Nations, 
America and Russia should be published 
quickly, and followed up by an interna- 
tional conference in Paris. But for all the el- 
oquence of the foreign minister's pleas in 
Cairo, the Arab regimes know that it is 
America that calls the shots, both meta- 
phorically and—witness Iraq-literally. 

So is France's policy simply a waste of 
time and misjudged effort? Mr Chirac's 
critics say that he has alienated America, 
damaged relations with Britain and imper- 
illed the future of the UN Security Council, 
NATO and the European Union. More- 
over, by insulting the pro-war countries of 
central Europe, he has given credence to 
the notion advanced by Donald Rumsfeld, 
America's provocative defence secretary, 
of “old Europe" and "new Europe". Worse 
still, says one embittered member of Mr 
Chirac's own party, he has done so not for 
France but for his personal popularity. 
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That may be too harsh. Mr Chirac’s dis- 
taste for war with Iraq may have been gen- 
uine; his desire to involve the UN is shared 
by most of the world’s leaders; and so, too, 
his conviction that a solution to the Pal- 
estinian-Israeli conflict is an urgent neces- 
sity to forestall more regional instability 
and more anti-western terrorism. Indeed, 
on many matters, from the plight of the 
Palestinians to a putative "regime change" 
in Syria, the apparently pro-American Brit- 
ish are still in tune with the supposedly 
anti-American French, as was clear from 
last week's trip to Paris by Mr de Villepin's 
British counterpart, Jack Straw. 

Alas, sincerity and realism are not al- 
ways the same thing. Mr Chirac's problem 
is that because France wilfully alienated an 
America that was always certain to have a 
military victory in Iraq, France will find it 
harder to play a role in building peace. 
That, of course, assumes that a peace will 
be found and will be lasting. If not, the 
world will be worse off-and Mr Chirac 
will have been belatedly justified. m 


Belgium's genocide law 
Too embarrassing 


BRUSSELS 


Germany's reforms 
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A mutinous rumble in the ranks 


BERLIN 


Germany's chancellor is finding it hard to win his party's support 


IRST it simmered. Then it bubbled. 

Eventually, this week, the dissatisfac- 
tion with Chancellor Gerhard Schróder's 
plans for economic reform overflowed, 
claiming its first prominent victim and 
catching the chancellor himself unawares. 
The upshot is that trade unionists and left- 
wingers in Mr Schróder's Social Demo- 
cratic Party who had promised to block his 
plan for welfare cuts and a looser labour 
market have managed to make the party's 
leaders submit the chancellor's entire bun- 
dle of reforms, known as Agenda 2010, to a 
special party conference on June 1st. 

The party's general secretary, Olaf 


Why Belgium is changing its law against genocide 


SMALL country with aspirations to 

be a moral superpower, Belgium ten 
years ago enacted a law on genocide and 
crimes against humanity that was meant 
to put itin the glorious vanguard of the 
fight for human rights. Now, after Amer- 
ican protests, the law is being changed. 

Earlier this year some Iragis lodged 
accusations in a Belgian court against 
George Bush senior, Colin Powell and 
General Norman Schwarzkopf, blaming 
them for the deaths of Baghdad school- 
children in the first Gulf war. Belgium's 
genocide law, one of the most far-reach- 
ing of its kind, lets non-Belgians lodge 
complaints even against non-Belgians 
and even for alleged crimes committed 
outside Belgium. 

In the past the law has been used to 
prosecute those who committed crimes 
in Rwanda, once a Belgian colony. (Four 
Rwandans were convicted and impris- 
oned in 2001.) But it also offered an open 
invitation for politically-motivated peo- 
ple to bring cases against anyone they 
disliked. The roll-call of targets includes 
Israel's Ariel Sharon, Palestine's Yasser 
Arafat, Cuba's Fidel Castro and Iran's Ali 
Akbar Hashemi Rafsanjani. 

The case against Mr Sharon was 
taken up by activists in the city of Ant- 
werp who, coincidentally or not, have 
been raising tension there between Jews 
and Muslims. It was quashed earlier this 
year because Mr Sharon enjoys immu- 


nity, under the Belgian law, as the in- 
cumbent prime minister of a foreign 
country. Most of the other complaints 
are yet to reach court but they still em- 
barrass Belgium, since it plays host to 
such international organisations as the 
European Union and NATO. Mr Powell, 
America's secretary of state, said NATO 
might have to move its headquarters un- 
less Belgium changed its ways. 

So change Belgium will. Its parlia- 
ment, in a last act before next month's 
general election, has approved a revision 
of the genocide law. Complainants will 
have to show a direct link between 
themselves and the crimes alleged. The 
federal prosecutor has been given more 
reasons to throw cases out. Where the 
crimes happened outside Belgium and 
the accused are not Belgian, the govern- 
ment can now refer cases to the newly- 
created International Criminal Court in 
the Netherlands or to the courts of a 
country that accepts the ICC's jurisdic- 
tion. And, to the dismay of Socialist and 
Green politicians, under the terms of 
what has become known as "the Bush 
clause", the law will even let the govern- 
ment refer a case to the court of a coun- 
try that has not put its name to the ICC, 
such as the United States, provided it has 
a fair judicial and democratic system. 

So Belgian idealism has been circum- 
scribed. And doubtless the Bush family, 
pere et fils, will breathe more easily. 


Scholz, has tried to put a good face on 
things. "The 2010 reform agenda will be a 
success only if it's broadly supported in 
the party,” he says. True enough. Mr 
Schróder's own first instinct had been to 
get it approved in just this way. But he had 
been assured, by Mr Scholz among others, 
that the tactic would be unnecessary—and 
dangerous. A defeat at the special confer- 
ence would leave the chancellor without 
the authority to see through the legislative 
centrepiece of his second term. It could 
even wreck his chancellorship. 

What brought about this week's 
change of mind was stark evidence from 
the northern state of Schleswig-Holstein 
that mutinous feelings among party mem- 
bers were being stirred, not quelled, by the 
refusal to let them have their say. At a local 
party conference, the Schleswig-Holstein 
chairman, Franz Thónnes, a close Schróder 
ally, who backs Agenda 2010 and has op- 
posed the idea of a special conference, was 
voted out of office by local delegates, who 
replaced him with Claus Móller, a critic of 
the reforms. Schleswig-Holstein is the 
third state where the Social Democrats 
have voted for a public debate about 
them."All hell has broken loose among the 
rank-and-file," declares one MP. 

The misgivings are not surprising. Ger- 
mans have grown used to a high degree of 


social security and many resent a plan that » 
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> threatens it. But Germany's economy is 
not improving. Last year it grew by just 
0.2%, the slowest rate in the euro zone. The 
chancellor's strength lies in the lack of any 
realistic alternative remedy. 

His opponents want huge public in- 
vestment to revive growth. But it would be 
difficult to square that with Germany's 
commitment to keep within the limit on 
budget deficits imposed by membership 
of the euro club—especially since the op- 
position-controlled upper house last 
month threw out a bunch of tax increases. 

Mr Scholz predicts a “clear majority" 
for Agenda 2010 when the Social Demo- 
crats vote on it in June. Perhaps. What this 
week's events show is not that Mr Schró- 
der's policies are necessarily doomed but 
that he still faces a big test of political skill 
to make his followers swallow them. m 


Austria's government 


Taking a risk 


VIENNA 
A daring pensions plan will test the 
skills of Austria's leader 


OLFGANG SCHUSSEL, Austria's 

chancellor, has strong nerves. He did 
not blink when the other 14 countries in 
the European Union imposed a diplomatic 
freeze on Austria three years ago to punish 
him for his temerity in forming a coalition 
with Jórg Haider's far-right Freedom Party. 
Nor did Mr Schüssel seem unduly both- 
ered when Mr Haider brought down the 
same government last year. Nor did he 
flinch from the brickbats earlier this year 
when he decided to team up, once again, 
with the Freedomites—though Mr Haider, 
tucked away as governor of the southern 
province of Carinthia, is now less in the 
national limelight. So it is no surprise that 
Mr Schüssel is determined to ride out the 
latest storm, caused by his government's 
plan to revamp Austria's expensive pen- 
sion system. This time, though, it is less cer- 
tain that he will manage to keep his cool. 

Just about everybody, including all the 
main parties, agrees that pension reform is 
overdue. Some 15% of GDP is gobbled up 
by public pensions. Worldwide, only Italy 
is as profligate. Few Austrians work full- 
time beyond 60. But as they live longer, the 
pay-as-you-go system is becoming unaf- 
fordable. If nothing is done, in 20 years al- 
most half of gross wages will be needed to 
keep the system afloat, says Bernd Marin 
of the European Centre for Social Welfare 
Policy and Research in Vienna. 

The last two attempts to reform the sys- 
tem were too timid. In 1997, a Social Demo- 
cratic-led government, with Mr Schüssel's 
conservative People's Party as a junior 


- 


partner, ended up boosting pensions 
rather than cutting them. Three years ago 
Mr Schüssel, in coalition with Mr Haider's 
Freedom Party, raised the retirement age 
by 18 months, to 61.5 years for men and 
56.5 years for women-and was vilified by 
opposition parties and trade unions for his 
supposed callousness. 

This time, Mr Schüssel has decided to 
take a much more daring plunge. A few 
weeks after reviving his fragile coalition 
with the Freedomites, he presented a pro- 
posal to cut the benefits of new pensioners 
by 13.5% next year and to impose heavy 
penalties on people retiring early. Those 
now in their 30s could lose as much as 50% 
by the time they retire in the 2030s. 

An angry reaction by Social Democrats 
and trade unions was expected but Mr 
Schiissel is facing revolt within his co- 
alition too. The social-affairs minister, Her- 
bert Haupt, who formally leads the Free- 
dom Party, is one of the authors of the 
reform. But when Mr Haider blasted the 
government from his Carinthian redoubt 
and called for a referendum on pensions, 
Mr Haupt followed suit and disavowed his 
own work. Voices of dissent, even in Mr 
Schüssel's own party, are getting louder. 

The proposals were plainly written ina 
hurry. For example, the government de- 
cided to extend the earnings period used 
as the basis for calculating pensions from 
15 to 40 years. Fine, but they forgot to ad- 
just earnings from decades ago for infla- 
tion. So some people may actually get far 
less out of the system than they paid into it. 
The main losers will be women who 
worked only part-time during their child- 
raising years. 

One reason for the plan’s sloppy design 
is the government's desire to reduce its 
own subsidies to the pensions system, 
which stand this year at €7 billion ($7.5 bil- 
lion). It needs to make savings as early as 
next year if it is to carry out its promised 
tax cuts of €3 billion without breaking the 





Can Schüssel face down Haupt? 





deficit limit decreed by the euro zone's sta- 
bility and growth pact. 

Moreover, the government has been 
politically insensitive by deciding to touch 
only pensions for those in the private sec- 
tor but not the even more generous public- 
employee ones, which are drawn by some 
of the People's Party's most loyal voters. 
The plan also spares all those who are al- 
ready retired and, worst of all, MPs and 
government members who in earlier years 
earned the right to retire at full pay with 
multiple pensions. 

The uproar over these privileges may 
damage the government's plans more 
than the sniping from the opposition par- 
ties, which have so far failed to present any 
plausible alternative. If Mr Schüssel really 
wants to stay on course, he may have to 
sacrifice some of his own pension. m 


Corruption in Poland 


Enough! 


WARSAW 
A parliamentary inquiry may lead to 
higher standards in public life 


HREE years ago the World Bank's office 

in Warsaw issued a damning report on 
corruption in Poland and told Polish politi- 
cians to tackle graft as *a mainstream pub- 
lic concern". It has belatedly got its wish. 
Since February Poles have been gripped by 
a parliamentary inquiry into allegations of 
high-level bribe-seeking, broadcast live on 
television. Might the revulsion provoked 
by the inquiry bring down corrupt politi- 
cians and businessmen and thus prompt a 
general clean-up of public life, as hap- 
pened in Italy in the early 1990s? Maybe. 
But there is a long way to go. 

The inquiry concerns allegations that 
Lew Rywin, a film producer, solicited a 
bribe of some $17.5m on behalf of the rul- 
ing (ex-communist) Democratic Left in re- 
turn for amendments to a proposed media 
law that would have let Agora, publisher 
of Poland's best-selling daily newspaper, 
move into television. Though no big heads 
have yet rolled, the scandal has enfeebled 
Leszek Miller, the prime minister, who has 
been called to testify before the committee 
on April 26th. Poland's president, Alex- 
ander Kwasniewski, who is much more 
popular, may also be grilled. Both men 
deny any wrongdoing and no compelling 
evidence has been brought against them. 
Nonetheless, the inquiry is exposing 
murky ties between politicians, media 
bosses and regulatory officials. As a result, 
ordinary Poles are increasingly disgusted 
with, and cynical about, the post-commu- 
nist establishment. 

Nearly 70% of Poles now say that cor- » 


The Economist April 19th 2003 


f Table of the tarnished 
Perceived corruption, 2002, 10=least corrupt 


0 1. 2324291. 6 


Slovenia 27 
Estonia 29 
Hungary 33 
Belarus 36 
Lithuania 36 
Bulgaria 45 
Poland 45 
Croatia 51 
Republic L 
Latvia 52| 
Slovakia 52 
Russia 71 
Romania 77 
Albania 81 
Georgia 85 
Ukraine 85 
Moldova 93 
Azerbaijan World rank* 95 





*Qut of 102 countries assessed 
Source: Transparency International 


> ruption is a huge problem, up from 46% in 
2000 and 33% in the early 1990s, according 
to CBOS, a polling agency. “Everybody is 
mistrusted,” says Krzysztof Zagorski, its di- 
rector. The mistrust may be growing in the 
current bleak economic climate, as con- 
tracts dry up and the bribes needed to win 
them get bigger. Indeed, Rafal Antczak of 
the Centre for Social and Economic Re- 
search in Warsaw thinks that Poland's 
politicians are making a last effort to have 
their palms greased while there is still 
some cash left in the till. 

Judging by the most recent scorecard is- 
sued by Transparency International, an in- 
dependent watchdog based in Berlin, the 
Poles are less corrupt than the Czechs and 
Latvians but more than the Hungarians, 
Estonians, Lithuanians, Slovenes and even 
Belarussians. In its latest progress report 
on Poland’s fitness to join the European 
Union, which it hopes to do next year, the 
European Commission scolded Warsaw 
for not doing enough to tackle graft, espe- 
cially in the police and border-guard ser- 
vices. The privatisation programme has 
stalled, and the senior civil servant in 
charge of one part of it resigned recently, 
apparently as a protest at the shenanigans 
that have stymied the sale of a stake in a 
state-controlled insurance company. Po- 
land’s chaotic health-care reforms, which 
have done little to curb the powers of dis- 
honest hospital directors, have also drawn 
much criticism. 


Hungary and EU membership 
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An unpersuasive referendum 


BUDAPEST 


Five out of six who voted said yes, but there weren't many of them 


WEN Hungary decided in January 
to hold its referendum on whether 
to join the European Union on April 
12th, it looked like especially good news 
for advocates of EU enlargement. Hun- 
gary had been one of the ex-communist 
countries most eager to join the Union, 
and would be the first of eight central 
European candidates accepted by the EU 
to ask its voters to agree, ahead of the 
more sceptical Poles and Czechs. 

In the event, Slovenia voted first-and 
gave a handsome yes. But Hungary's 
voters ended up sending a more mixed 
message than expected: an 84% yes vote, 
but in a dismal turnout of only 46%, de- 
spite much exhortation about the poll's 
importance. Now the politicians, who 
briefly tried to put up a united front just 
before the referendum, have fallen to 
squabbling about who was to blame. 

In fact, both Peter Medgyessy's So- 
cialist-led government and Fidesz, the 
big conservative opposition party, were 
at fault. The campaign by the govern- 
ment-backed European Information 
Foundation was dull and irrelevant. One 
poster showed a small businessman ask- 
ing whether he would soon be able to 
open a cake shop in Vienna (answer, 
yes). Such questions were hardly at the 
top of voters' minds. 

Meanwhile Fidesz had argued unen- 
thusiastically that on balance it was best 
to join the EU. But until the last few days 
nearly everything else it said seemed to 
be aimed at pleasing its more nationalist 
supporters. In January, Viktor Orban, 
prime minister in the Fidesz government 
narrowly beaten a year ago, said that to- 
day's Eurocrats view Hungary much as 
its former Soviet masters used to. 

Mr Medgyessy's friends say Fidesz 
was keen to avoid a strong yes, because 
that would have boosted him. No, says 


Poland's history is partly to blame. The 
country has been invaded, and indeed 
carved up, so often that the fragile flower 
of civic responsibility, rooted in respect for 
state institutions and their servants, has 
rarely had a chance to grow. "Poles lost 
their identification with the state in the 
18th century," sighs Grazyna Kopinska of 
Warsaw's Stefan Batory Foundation. 

But more openness in business-cum- 
political dealings may be coming. The 
World Bank report of three years ago, list- 
ing a catalogue of malpractice, started a 
spate of anti-corruption initiatives. Po- 
land's newspapers have pepped up their 





Fidesz, it was merely drawing attention 
to the drawbacks of joining the Eu, such 
as the 100,000 jobs which (it had 
claimed) would be lost. 

The heart of the argument is national 
identity. Of the ex-communist countries, 
Hungary has been the readiest to sell as- 
sets to foreigners. Though some people 
grumble, the prominence of foreign 
firms in the economy provokes remark- 
ably little resentment. Yet many Hungar- 
ians are ready for a bit of flag-waving 
nationalism, and Fidesz in turn is ready 
to provide it. Fewer of its supporters 
than those of other parties turned out 
for the referendum, one poll has found; 
some of those who did worked for the 
no campaign. 

The clear majority in the referendum 
suggests the Hungarians favour the EU, 
but the low turnout suggests last year's 
election result may be more revealing. It 
showed the country pretty evenly di- 
vided—and may mean that the Eurocrats 
will have to deal with a country that is at 
times relaxed and co-operative, at times 
prickly and nationalist. 
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A budding Euro-Magyar 


investigations. One, a couple of years ago, 
brought down a deputy defence minister 
in the previous government. 

Some businessmen are beginning to 
speak out rather than pay up. The boss of a 
computer company, Optimus, recently 
came forward to complain about corrup- 
tion among the tax authorities. Jan Maria 
Rokita, one of the more assertive members 
of the parliamentary committee investi- 
gating the scandal, has become quite a star, 
just as some of Italy's anti-corruption 
magistrates did in the early 1990s. So there 
is a chance that the inquiry may mark the 
start of something good. 8 










A letter home from a participant at a European summit in Athens has fallen into our hands 








Dear All 

I'm penning this on the eve of our great family reunion be- 
neath the Acropolis. Frankly, I’m rather dreading it. Oh, I'm sure 
the formal bits will be ox—the youth orchestra will belt out Beet- 
hoven, the treaties to welcome our new cousins from the east 
will be signed, and everybody will smile cheesily for the family 
photo. But some of those grins will be a little forced. The great 
European family is looking seriously dysfunctional these days. 

As you know, Uncle Tony and Uncle Jacques are barely 
speaking to each other. They claim to have patched things up on 
the phone, but every time they're in the room together everyone 
is glancing nervously at them, just waiting for the next blow-up. 
Still, at least Tony has lost the haunted look that has hung about 
him at our recent family gatherings. He arrived in town looking 
cocky as hell after his “triumph in the desert”. He’s trying to be 
modest and we're trying to pretend that we're all really pleased 
for him—although frankly only José María (you remember our 
glum-looking Spanish uncle?) seems to mean it. 

And of course because Tony is up, Jacques is down. If it were 
anybody else, I'd feel sorry for him. It's not just Iraq. Obviously 
Jacques has never been too keen on letting ten new country- 
bumpkin cousins into our grand old family. He thinks they 
lower the tone, and are after his money. Of course, he's putting 
up a show of bonhomie. But we all know what a terrible temper 
he has. Remember the last big family knees-up, when he sud- 
denly exploded at all the little ones and told them to shut up and 
go to bed? Nobody's going to forget that in a hurry! 


Oh la la! 
It doesn't help matters that despite all their protestations of de- 
votion to the great European family both Tony and Jacques are 
having affairs. Tony is constantly mooning after that ghastly 
American, George (what does he see in him?). As for Jacques, 
he's having a bit on the side with a sinister little Russian—Vladi- 
mir, I think his name is. Then the pair of them breeze in here and 
tell us that they've been thinking about us all the time—the fam- 
ily remains top priority and so on. Who are they kidding? Don't 
they know we read the papers? 

And what of all the other members of our wonderful ex- 
tended family? It seems strange now to remember that a couple 


of years ago we all thought that Uncle Gerhard was going to boss 
the family around. After all, he's got that great big piece of real es- 
tate bang in the middle of the continent (you know what they 
say, "location, location, location.") But these days he cuts a rather 
sad and distracted figure. They say he's got money problems 
back home. Servant problems too. Mind you, he still looks quite 
bouncy, with that great shock of very black hair. Touchy, though. 
Do you know, when somebody said he dyed his hair, he actually 
sued him? You'd think he has better things to do with his time. 

Godfather Silvio, of course, is trying desperately to be the life 
and soul of the party. But we all rather cringe at his stream of off- 
colour jokes. (Our Nordic cousins look particularly pained.) And 
he will flash his money around. Remember that mini-family do 
in Italy, when he gave us all Rolexes as a going-away present? We 
all thought that horribly vulgar—though I couldn't help noticing 
that nobody actually gave them back. 

Anyway, our Greek hosts are being fearfully jolly. They're 
loving giving all these parties and poncing around as "president 
of Europe". Well, you have to make the best of your six months. 
Also, one of them told me they rather enjoy letting all these 
poorer relations into the family. It means that Greece won't be 
the poorest and scruffiest cousin any more. Well, that's what 
they say. 

Of course, the event we're all most looking forward to is the 
speech by Grandpa Giscard on the future of Europe. Not. Gosh, 
that man is fond of the sound of his own voice. It's hard enough 
to sit through a Giscard oration at the best of times. But, frankly, 
what with all the chaos in the rest of the world and all the bad 
feeling inside the family, all those protestations about the "ever 
closer union" of our great European family are beginning to 
sound a bit farcical. Naturally a lot of our family elders are saying 
that all our current troubles just prove that we all need to pull to- 
gether more tightly. But I'm afraid that's what they always say. 


So many cousins to coddle 
I think one of the problems is that, now the family has grown to 
25, it’s just not the same. There are just too many of us to act as 
one happy, cosy little unit. So little cliques form and chat away to 
each other in corners: the Balts are inseparable, the Nordics have 
these earnest, bearded sort of discussions, and our founding six 
cousins still think they're better than the rest of us, just because 
they were there in Rome in 1957. And Uncle Jacques and Uncle 
Gerhard still have a disconcerting habit of disappearing off into 
a room for secret little chats alone, then coming out and telling us 
they've got a great new idea they're sure we're all going to just 
love. Frankly, some of us are getting a bit tired of that routine. 

Still, if there's one bright spot, it’s our new boys and girls. 
They're a little bit worried that the rest of us secretly look down 
on them. And of course we do. But overall they are just soooooh 
pleased to be in the family. It’s sweet, it really is. And despite all 
the grumblings from the likes of Jacques about how much it's go- 
ing to cost to do up their wing of our great European bungalow, 
we should be grateful to have them. At least they've got a bit of 
energy and life about them. And they've been through so much 
that they rather relish a spot of turmoil. Makes a nice change 
from our older lot. They like things orderly. 

Anyway, I can hear the sound of plates smashing downstairs. 
The festivities are beginning. Must dash. 


Love, Charlie 
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Keeping the lights on 
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South Korea has great economic strengths and a flourishing demo- 
cracy. But both need protection from outside threats, says Brian Barry 


IGHT-TIME satellite photographs of 

the Korean peninsula show an ex- 
panse of light surrounded by darkness. 
Those eerie images from the heavens dem- 
onstrate starkly just how far Korea's two 
halves have diverged economically since 
its division more than half a century ago. 
In the early days of the cold war, South Ko- 
rea, like its northern cousin, was a poor, 
war-torn country. But its alignment with 
America and the West has not only pro- 
tected it from the communist North, it has 
also given it access to international mar- 
kets of which it has made impressive use. 
By combining this with hard work, a will- 
ingness to take risks and an appreciation 
of market forces, it has rapidly built an ad- 
vanced industrial nation of 48m people. 

North Korea, meanwhile, has remained 
poor and internationally isolated. It con- 
tinues to repress its underfed population 
of 22m, and cannot even muster enough 
resources to light the place at night. 

For all South Korea's success, though, a 
couple of sharp divisions have appeared 
within the country itself. One concerns 
the country's approach to security. Many 
young South Koreans in particular believe 
that the best way to deal with North Ko- 
rea's regime is to coax it out of isolation, by 


talking nicely to it and giving it the fuel and 
other resources it needs. In their view 
America is being too hawkish, making 
matters worse. 

Their champion is Roh Moo-hyun, à 
previously little-known lawyer who be- 
came South Korea's president in February. 
Mr Roh (pronounced "no") is a member of 
the Millennium Democratic Party (MDP), 
as was his predecessor, Kim Dae-jung. Mr 
Kim consistently advocated a "sunshine 
policy" of engagement with the North, 
and earned himself a Nobel peace prize. 
Mr Roh's critics, mostly older South Kore- 
ans, point out that the North is still run by a 
vile regime and remains a powerful ene- 
my, with enough artillery to plunge South 
Korea into darkness too. 

The other big division in the South 
hinges on the role of the rich and powerful, 
and the perceived injustices and inequal- 
ities that have emerged as the country has 
grown. Many of the new president's asso- 
ciates were human-rights advocates, la- 
bour activists or other dissidents during 
South Korea’s authoritarian days, and in 
the past some of them have argued for re- 
distribution of wealth. Mr Roh himself has 
criticised the chaebol, the giant family con- 
glomerates that drove the country’s rapid »» 





> development and still dominate its busi- 
ness landscape. Neither the president him- 
self nor most of his entourage have much 
political experience. All this stoked fears 
that Mr Roh’s administration might turn 
the country too sharply to the left, endan- 
gering its status as an economic star in the 
region and a bulwark of Asian security. 

Nevertheless, it seems clear that Mr 
Roh’s election is another big step forward 
for Korean democracy. The country began 
to emerge from authoritarian rule in 1987, 
a year before it was due to host the sum- 
mer Olympics. When the president of the 
day, Chun Doo-hwan, tried to rejig South 
Korea’s constitution so that he could con- 
tinue to pull the strings after his long- 
promised resignation, he was faced witha 
series of huge demonstrations. These 
forced him to allow the first genuine direct 
elections in more than three decades. 
Since then South Korea has taken succes- 
sive strides towards more enlightened and 
representative government, with greater 
freedom for its citizens to participate and 
voice their views. Mr Roh's victory, like 
those of each of his three predecessors (Ko- 
rean presidents serve a single five-year 
term), puts even more distance between 
the current political system and the 
authoritarian regimes of the past. 

The winner of the 1987 election, Roh 
Tae-woo, restored full political rights to 
Kim Dae-jung, who at various times in the 
past had been silenced, kidnapped, exiled 
and nearly executed by the military re- 
gime. Roh Tae-woo also released a number 
of political prisoners and relaxed a few 
rules, but he continued to keep a close eye 
on dissidents and made sure they kept 
quiet. And because Roh Tae-woo would 
have been Mr Chun's chosen successor 
even without free elections, and was also a 
military man, his five-year presidency was 
only a partial move towards democracy. 

The election of his successor, Kim 
Young-sam, was a clear improvement. Not 
only was he a civilian, but he had opposed 
the authoritarian regime in the past. Yet his 
democratic credentials were tainted be- 
cause he won the 1992 election through an 
alliance with Roh Tae-woo's party. The 
election of Kim Dae-jung in December 
1997, following South Korea's bail-out by 
the International Monetary Fund, marked 
yet another distinct step forward. But his 
administration, like those of his predeces- 
sors, was plagued by high-level corrup- 
tion, and both his age (72 at the time he was 
elected) and, in an odd way, his long his- 
tory of dissent and opposition still tied 
him to the past. 





The election of Roh Moo-hyun, aged 56, 
represents a generational shift, giving 
South Korean democracy another lift. All 
the three political leaders who have ruled 
the country during the past 15 years were 
already established political figures back 
in 1987, and over the past decade the elec- 
torate has become bored with that older 
generation. Now South Korea is at last gov- 
erned by a new man, breathing fresh air 
into politics, tapping new, younger sup- 
porters, bringing an array of outsiders into 
government, and getting his message 
across in all sorts of unusual and refresh- 
ing ways. 


Fanfare for a simple man 

That Mr Roh is anew sort of politician was 
evident during the campaign, which he 
won by a thin margin, with a sharp divi- 
sion along generational lines. He put him- 
self across as a principled man for ordin- 
ary people, successfully labelling his 
opponent, Lee Hoi-chang, as an unprinci- 
pled defender of conservative elites. Mr 
Roh came from a modest background and 
passed the bar exam without going to uni- 
versity. He likes to compare himself with 
Abraham Lincoln, another self-educated 
lawyer with humble origins. Having built 


up a successful tax-law practice, Mr Roh 
gave it up along with his yacht-club mem- 
bership and started to specialise in hu- 
man-rights and labour law. Throughout 
the 1980s, he snapped at the heels of South 
Korea's authoritarian regime. By contrast, 
Mr Lee, 11 years older than Mr Roh and a 
member of the conservative Grand Na- 
tional Party (GNP), had got his law degree 
from Seoul's prestigious National Univer- 
sity and had served as prime minister in 
the mid-1990s. Compared with Mr Roh, he 
was an establishment figure through and 
through. 

While pitching for the presidency, Mr 
Roh used every prop he could lay his 
hands on to exploit these personal differ- 
ences. He cradled a pig to promote a piggy- 
bank scheme for raising campaign funds 
from small donors. He played the guitar. 
He made well-publicised use of the in- 
ternet, and cried on television. By compari- 
son, Mr Lee seemed hopelessly stuffy and 
out of touch. On a visit to a farmers’ market 
during the election campaign, he seemed 
unsure how to buy a cucumber. 

But how good will the down-to-earth 
Mr Roh be at running South Korea? This 
survey will argue that the economic pro- 
gramme Mr Roh has launched is likely to 
be good for Korean capitalism in the long 
term, making it more stable, more efficient, 
more popular and more capable of gener- 
ating growth. The survey will be less san- 
guine about the long-term future of South 
Korea's alliance with America, but slightly 
more hopeful that the Roh and Bush ad- 
ministrations can agree on how to deal 
with North Korea over the next few weeks 
and months. 

The country's underlying economic 
strengths are already impressive. It de- 
veloped rapidly into an advanced indus- 
trial economy by cashing in on globalisa- 
tion. It boasts a highly skilled, technolog- 
ically savvy workforce. Successive reform 
drives—prompted first by its push to join 
the OECD in 1996, and then by Asia's econ- 
omic collapse in 1997-98—have opened it 
up further still. More recent achievements 
include the slimming down of the chaebol, 
vast improvements in the banking system 
and the development of a bustling in- 
formation-technology sector. 

A number of systemic weaknesses, 
however, still hold the economy back. The 
overly rigid education system stresses rote 
learning over a more creative approach, 
which not only frustrates many young Ko- 
reans but also makes it harder for the coun- 
try to shift towards new forms of knowl- 
edge-based growth. The labour market » 


* and the trade unions remain inflexible, 
and many well-educated workers are ei- 
ther underemployed or insecure in their 
jobs. The chaebol may have shaped up 
their operations but they remain unac- 
countable to outside shareholders, whom 
they often swindle by manipulating their 
subsidiaries' finances. 

Some of these problems, especially 
those involving the chaebol, do not hinge 
so much on issues of right versus left or, in 
South Korean political parlance, progres- 
sive versus conservative, but rather on the 
country's approach towards the rule of 
law. Mr Roh has talked consistently about 
the need to make the application of the 
law more thorough and less arbitrary, es- 
pecially for the rich and powerful. If he de- 
livers on this pledge, South Korea's busi- 
ness sector-and investors’ faith in 
it-should benefit. The shortcomings of the 
education system also appear to be in Mr 
Roh’s sights. Improving South Korea’s la- 
bour markets will be trickier, especially 
given the support Mr Roh has received 
from trade unions in the past. 


Yankee go home, but not yet 

The other long-term challenge facing 
South Korea is more daunting: maintain- 
ing its own-and by implication the re- 
gion’s—security. There are two threats 
here. The first is the clear, present and pe- 
rennial danger posed by North Korea, 
which is once again openly toying with the 
idea of going nuclear. The second, partly 
related but in many ways distinct, stems 


from South Korea’s steadily worsening re- 
lations with the United States. 

Even if the North Korean threat recedes, 
the American alliance is likely to remain 
crucial for decades to come. East Asia lacks 
institutions such as the European Union or 
NATO through which China, Japan, Russia 
and the Koreas might work out a safe and 
stable co-existence. Historical mistrust 
among these countries will be difficult to 
overcome. Toss in China’s and Russia’s nu- 
clear weapons, and the need to keep 
America around becomes even more ap- 
parent. That will become much harder, 
though, if the two Koreas ever resolve their 
mutual differences. Many young Koreans 
do not accept that South Korea, or a united 
Korea, would continue to benefit from an 
alliance with America. According to Lee 
Chung-min, a professor at Seoul’s Yonsei 
University, “national sentiment is collid- 
ing head on with the national interest.” 

Some of the South Korean hostility to- 
wards the United States reflects the current 
global wave of anti-Americanism, but a 
number of local factors exacerbate it. First, 
America's long-standing presence in 
South Korea, and its willingness to un- 
derwrite the country’s security under the 
authoritarian regime of the past, has led 
many young Koreans to see the United 
States as part of a system they are railing 
against. Second, during the cold war the 
warnings about the northern menace be- 
came so intertwined with domestic re- 
pression that, once the authoritarian order 
receded, many in the South started to in- 


A democratic riddle 


To devolve power, Mr Roh must first wield a big stick 


ANG KUM-SSIL represents a break with 

the past in several respects. As a 
woman, she has scored a first by becoming 
her country’s justice minister. As a 46- 
year-old who has made it to ministerial 
rank in an age-conscious Confucian coun- 
try, she has put the noses of many senior 
prosecutors out of joint. And as the then 
wife of someone who in 1988 was arrested 
for printing a translation of Karl Marx’s 
“Das Kapital”, she provides living proof 
that South Korea's anti-communist para- 
noia has subsided. Her appointment 
seems to reflect well on Mr Roh's willing- 
ness to innovate. So why do critics con- 
tinue to accuse him of conducting busi- 


ness as usual? Here are a few hints. 

A week after taking office, Mr Roh pre- 
vailed on the head of the Fair Trade Com- 
mission to resign from his post six months 
early so that the president could give the 
job to someone of his choosing. When the 
national assembly ordered a special pros- 
ecutor to look into a secret $soom pay- 
ment to North Korea from one of the big 
chaebol, Hyundai, made shortly before a 
summit in 2000 between Kim Dae-jung 
and Kim Jong Il, the North Korean leader, 
Mr Roh tried to convince the opposition to 
limit the scope of the inquiry. And when 
junior prosecutors complained about Ms 
Kang's efforts to influence promotions, Mr 


dulge in wishful thinking about the North 
and became reluctant to view it as a poten- 
tial attacker. Democratisation coincided 
with a renewed interest in traditional Ko- 
rean values. Rather than attributing their 
new-found liberties to international pres- 
sure on the old regime, many young peo- 
ple looked to uniquely Korean explana- 
tions, in a process that an Australian 
history writer, Adrian Buzo, has labelled 
"the closing of the Korean mind". 

Third, there has been a dramatic shift in 
the nature of the stand-off with the North. 
The underpinnings of the conflict have 
shifted from the cold war to the war on ter- 
ror. And many South Koreans view terro- 
rism as America's problem, even if some 
of them hesitate to say so. So whereas the 
United States is alarmed by the prospect of 
North Korea selling weapons of mass de- 
struction, many South Koreans would 
rather look the other way to avoid provok- 
ing their northern neighbour. 

Since taking office, Mr Roh has publicly 
said that his country needs America as an 
ally. America, for its part, has been paying 
attention to his country's anti-American 
protests in recent months. But both coun- 
tries will have to Show much more willing- 
ness to compromise if they are to patch up 
their alliance. The new Korean president's 
popularity with young voters might help 
him to mediate between national senti- 
ment and national interest if he wishes, 
but it will be a difficult balancing act. 
Meanwhile, he has plenty of things to 
worry about at home. m 





The new face of justice 








» Roh gave them a wigging on television for 
questioning his minister’s authority. 

Like previous presidents, say the critics, 
Mr Roh still enjoys too much authority 
even as the country is liberalising. That 
power was unintentionally on display at 
the new president’s inauguration, during 
which he stood at the podium alone, 
raised his right hand, and in effect admin- 
istered the oath of office to himself. No su- 
preme court judge, national assembly 
leader or other figure of authority stood 
with him to symbolise the separation of 
powers or any other checks on the presi- 
dent’s authority. If the event had been a 
coronation, noted one observer, Mr Roh 
might have walked over to the crown, 
picked it up and placed it on his own head. 


Bad habits 
Not only are the restraints on presidents 
weak, but Korean leaders, big and small 
and in all walks of life, have traditionally 
had a strong tendency to discredit all that 
has gone before them. For example, when 
anew manager takes over an office, he will 
often bring in some of his own people to 
ensure loyalty, and will soon start ques- 
tioning the decisions made by his prede- 
cessor. Korean presidents are no different. 
Even Kim Dae-jung, who until his election 
had been a perennial dissident, and those 
around him were seduced by the power a 
president is able to wield. Two of his sons 
engaged in corrupt practices during his 
term of office, and Hyundai made those 
payments to North Korea to allow his sum- 
mit to go ahead. Nor did the way his gov- 
ernment handled the media do him much 
credit. Soon after he took office, the three 
main conservative dailies, which unsur- 
prisingly had been critical of the new pres- 
ident, were singled out for investigations 
into tax fraud. 

This legacy presents Mr Roh with a par- 


adox. There is no doubt that laws, rules 
and regulations are often ignored in South 
Korea, and that this gives too much power 
to those who can arbitrarily decide whom 
to punish. The new president’s personal 
history suggests that he may well be sin- 
cere in wanting to change this state of af- 
fairs. Yet to do so Mr Roh must first shake 
up the bureaucracy—by using his singular 
powers as president, and by making deci- 
sions that will seem arbitrary to bureau- 
crats and other Koreans steeped in tradi- 
tional ways. It will be hard to pull this off 
without at least appearing to persist with 
his predecessors’ unseemly ways. 

A similar debate has arisen over the 
new president’s approach to the media. 
For example, he has banned the delivery 
of early newspaper editions to govern- 
ment offices, to stop officials from trying to 
“correct” the next day’s news. He has also 
tried to loosen the cosy relations between 
journalists and bureaucrats and to 
strengthen the role of official spokesmen. 
But for his pains, he has been accused of 
inventing new ways of controlling the 
flow of information and of favouring me- 
dia that support his government. 

What compounds the uncertainty 
about Mr Roh’s intentions is that he and 
most of his advisers have little political ex- 
perience. Moreover, whatever the presi- 
dent’s real priorities, he is under pressure 
to re-order them quickly, because his first 
year is likely to prove especially tough: the 
economy is sliding, North Korea is rattling 
its sabre, and the national assembly is con- 
trolled by the opposition Grand National 
Party at least until the next legislative elec- 
tions in April 2004. 

One way for Mr Roh to resolve his para- 
dox will be to explain exactly how taking 
power from some people and giving it to 
others will make for a more equitable dis- 
tribution. He must also lay out the princi- 


ples that his appointees are meant to fol- 
low. Ms Kang, a fellow human-rights 
lawyer, seems to share Mr Roh's desire to 
make the administration of justice less ar- 
bitrary. For example, she says she is 
pleased by South Korea's falling arrest rate, 
and hopes to bring it down further by 
making sure that the authorities do not 
overstep their powers. 

The arrests that people will pay most at- 
tention to will be those involving the rich 
and powerful. Mr Roh’s early attempt to 
reach a compromise with the opposition 
on getting a special prosecutor to look into 
the Hyundai payments was therefore mis- 
guided. When prosecutors moved in on 
managers from the sk business group, Mr 
Roh may have been right to tell them not to 
rush into investigations of other chaebol, 
but he should have laid out the principles 
underlying these strictures more clearly. If 
he begins meddling in high-profile cases, 
his credibility in promoting the rule of law 
is likely to fade quickly. 

Another early test of the president’s 
mettle will be the way he handles labour 
issues. Some observers of Korean politics 
reckon that Mr Roh’s twin interests in pro- 
moting the rule of law and loosening tradi- 
tional hierarchies, together with his will- 
ingness to compromise where possible, 
will make him less of a leftist on economic 
policy than he may have appeared at first. 
One western diplomat even describes him 
as a centre-right pragmatist. Sanguine ob- 
servers also point out that by making few 
commitments to special-interest groups 
during the campaign, he has left himself 
with considerable scope to reshape the 
country’s political economy. 

Perhaps. But after only narrowly win- 
ning the presidential election with a popu- 
list campaign, Mr Roh may find it hard to 
retake the assembly next year without re- 
lying on one of the few big and coherent » 








> interest groups that backed him: organised 
labour. And many others who voted for 
him last December are unhappy non- 
unionised workers who are holding inse- 
cure jobs or are over-qualified for the work 
they do. That is especially true of young 
people, many of whom hold advanced de- 
grees and have had to settle for menial 
work. All this could turn labour policy into 
one of Mr Roh's biggest challenges. 

The Korea Labour Institute, a govern- 
ment-funded agency, says that 26% of Ko- 
rean employees are bichongkyw, or "atypi- 
cal", workers, using the OECD's definitions 
of part-time and temporary jobs. That fig- 
ure is similar to the average for rich coun- 
tries. But it does not include the unusually 
high number of employees who work full- 
time on contracts longer than three 
months that are continually rolled over 
but offer little job security and few fringe 
benefits. Counting those workers, the KLI 


reckons, fewer than half of Korean em- 
ployees have full-time jobs they can de- 
pend on. By shifting people away from 
permanent full-time contracts, big em- 
ployers have made their labour forces 
more flexible and reduced their unit la- 
bour costs. Where productivity has fallen, 
they have made up for it by cutting wages 
slightly and non-wage benefits sharply. 
The reason for much of the rise in the 
number of atypical workers is that the 
country's labour markets are inherently 
inflexible. When the economy collapsed 
in the Asian crisis, Kim Dae-jung tried to 
change that. He formed the Tripartite Com- 
mission to bring business and labour lead- 
ers together with government officials, 
and helped to win the unions' approval for 
lay-offs so that firms could reorganise and 
stay afloat. In the banking sector alone, 
100,000 workers lost their jobs. But many 
companies are still reluctant to hire people 


on conventional terms. Unless the condi- 
tions can be made more attractive for 
them, many employers will simply con- 
tinue to offer atypical contracts. 

Mr Roh can improve matters if he 
chooses. His advisers have talked of ex- 
tending the small social safety net created 
after the 1997 crisis, which would make it 
easier for workers to cope with being laid 
off. South Korea's finances are in a sound 
enough state to allow it to move in that di- 
rection. Ideally, this would be paired with 
new rules to make it easier to sack people. 
But if Mr Roh encounters opposition in the 
assembly, and if the economy continues to 
slide, he may feel he has to tack left to 
please labour groups ahead of next year's 
assembly elections. 

This could happen in a number of 
ways.His government, with the backing of 
human-rights groups, is already planning 
to make it harder for firms to use illegal mi- » 








* grant workers, in exchange for promises 
that firms will be able to import more 
workers legally to hold down costs. With a 
few twists here and there, this might end 
up as a measure to keep foreign workers 
out. The safety-net idea, too, could prove 
counterproductive if it sets the wrong in- 
centives and makes the labour market 
even more rigid. 

Much will depend on whether the 
economy turns in a cheerier performance 
than gloom-mongers in Seoul have been 
predicting. Growth is expected to slow to 
4-5% this year, from 6.3% in 2002. That is 
roughly the point, in an economy geared 
for rapid growth, at which Koreans start 
talking about a “growth recession”. 

One reason economists fear a nasty 
slowdown is the popping of a mini-bubble 
in consumer credit, which might cause a 
sharp drop in consumption. On the whole, 
increased consumer lending has been a 
good thing for the economy, and has 
helped new sectors such as mobile-tele- 
coms and broadband services to take off 
(see box, previous page). Precise figures are 
hard to come by because many small busi- 
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Another MBA hard at work 


nesses use consumer loans as credit lines, 
but fewer than half of all loans now go to 
the corporate sector. This should eventu- 
ally help the economy to become more 
balanced, but in the past year credit-card 
use has got out of hand. It now accounts 
for 20% of all loans, much of it for cash ad- 
vances. Default rates have risen sharply, 
and small businesses are beginning to suf- 
fer the effects. 

High oil prices have also been espe- 


Unfinished business 


Reform of the chaebol is only half-way there 


Sipe KOREA got top marks for dealing 
with the Asian financial crisis of 
1997-98, way ahead of other countries in 
the region. By quickly overhauling its 
banking and corporate sectors, it brought 
its debt ratios and interest rates down to ac- 
ceptable levels, encouraged huge inflows 
of foreign investment, and restored 
growth and confidence. It even started 
tackling the monolithic chaebol. 

Yet even as Mr Roh took office, prosecu- 
tors and regulators took aim at the chae- 
bol's accounting and financial practices, 
starting with the arrest of ten senior man- 
agers from the sk group for overstating 
profits in the group's trading subsidiary by 
$1.2 billion. The Fair Trade Commission 
followed up by launching probes into 
Samsung and rG, as well as all three 
chunks of the former Hyundai empire, 
which after the death in 2001 of the foun- 
der, Chung Ju-yung, was divided up 
among his three sons. With the stockmark- 
et already reeling for other reasons, these 
announcements have rattled investors, 
who have begun to wonder whether the 


economic reforms were really as impres- 
sive as they seemed. 

Instead, they should be pleased that the 
authorities are now probing the chaebol's 
financial dealings. If done thoughtfully, 
and in combination with other measures 
that Mr Roh and his team have pledged, 
this should lead on to the next stage of cor- 
porate reform. Whereas the first stage 
forced companies to change the way they 
think about debt, which had useful 
knock-on effects on their corporate strate- 
gies, the second stage should aim to 
achieve a similar conversion in their atti- 
tude towards shareholders. 

The families that built the chaebol used 
their control over a wide range of firms to 
move capital and other resources around 
freely. The government helped by keeping 
control over the banks and pressing them 
to supply favoured business groups with 
capital-which South Korea, with its high 
growth and savings rates, was accumulat- 
ing rapidly. The system allowed the chae- 
bol to place huge bets in capital-intensive 
industries such as petrochemicals, steel, 





cially hard on a country that imports every 
drop of oil it consumes. And investment 
has been hit by a combination of the ear- 
lier economic slowdown, concerns about 
an inexperienced administration and 
North Korea's nuclear brinksmanship. 

The economy, therefore, will present 
Mr Roh with a stiff test during his first year. 
As part of that test, he must continue re- 
forms in an area that looms large in Korean 
business: the chaebol. m 


shipbuilding, cars and semiconductors 
without worrying too much about the 
risk. This enabled the country to build an 
industrial economy in short order. 

But sooner or later, the system was 
bound to unravel. Once the chaebol had 
formed these political and financial con- 
nections, they found it easy to keep ex- 


panding by piling new debts on top of the 
has: By the time Thailand's currency col- 
apsed in July 1997, Korean corporations 


Were buried in de i 
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pay ata time when the neighbour? were in 
deep trouble and exports were heading for 
collapse. The financial system began to 
come apart. 









Round one 


In early December 1997, s / 
Kim Dae-jung won the dy b 
Korea signed a deal with the rm 
illion of assistance. The gr 
quickly nationalised and 
many banks. It kept some 
again and got the banke 





* Kim has sought better links to the outside 
world since the early 1990s, when the So- 
viet Union and China recognised South 
Korea, and that the North has been left dip- 
lomatically isolated since the end of the 
cold war. Mr Kim would need America's 
stamp of approval to change this. More- 
over, the reasoning goes, a diplomatic vic- 
tory would help Mr Kim in dealing with 
his military and party bosses after several 
embarrassing setbacks in the past year. 
Hence his insistence on bilateral talks, 
which would themselves constitute an im- 
portant concession. 

Mr Bush's champions reply that North 
Korea has long engaged in brinkmanship 
as a Way to extract concessions, and point 
out that the regime in Pyongyang needs 
the world's goodwill to keep the economy 
from collapsing. Nor is Mr Kim in a posi- 
tion to carry out his blackmail threats, they 
say, because by doing so he would trigger 
the annihilation of his regime. Instead of 
simply rewarding him for violating the 
1994 agreement, this time the world 
should stand firm. 


Who knows? 

There may be some truth in all of these ar- 
guments. North Korea probably started the 
uranium-enrichment scheme because, as 
an isolated pariah state, it hoped for nu- 
clear weapons as a deterrent if it ever 
needed them. But based on its experience 
with Mr Clinton, it may also have ex- 
pected that if it got caught, it could trade 
the programme for concessions. However, 
all of this is speculation, because nobody 
really knows what goes on in Mr Kim's in- 
ner circle. "Even in the past, there were 
times when we did not understand them," 
says a Russian diplomat, referring to the 
days when the Soviet Union maintained 
close ties to Pyongyang. "We understand 
them even less now." 

That uncertainty, argues Robert Ga- 
lucci, the lead negotiator of the 1994 
Framework Agreement for the Clinton ad- 
ministration, is the best reason for begin- 
ning talks with North Korea soon. Mr Ga- 
lucci, who is now dean of the foreign 
service school at Georgetown University, 
says that when his team began negotia- 
tions in 1993, their original briefing notes, 
which listed inducements they were al- 
lowed to offer North Korea, said nothing 
about light-water reactors. Only after 
lengthy discussions did it become clear 
that such reactors would get North Korea 
to climb down (temporarily, as it turned 
out) from its nuclear ambitions. Sit down 
and talk to them again, Mr Galucci argues, 


Will the Dear Leader go nuclear? 


and an unforeseen diplomatic solution 
might emerge. 

The Bush administration sees it differ- 
ently. It has certainly been busy with Iraq, 
but it has also waited because it felt that 
standing aloof was the best response to 
the uncertainty, both about North Korea's 
game plan and about how long surround- 
ing countries will hold out against Amer- 
ica's wishes. If North Korea really prizes 
the recognition bestowed by talks so 
highly, the argument goes, the administra- 
tion should wait for a hint of concessions 
before handing out a reward. Meanwhile, 
in case the regime in Pyongyang really is 
driven by fear, American diplomats have 
been making soothing statements. 

At the same time the Bush administra- 
tion, seeing a fair chance that Mr Kim does 
have some form of blackmail in mind, has 
been trying to build multilateral support 
before sitting down to haggle. Mr Kelly in 
February talked about a "different kind of 
relationship", which would involve "po- 
litical and economic steps to improve the 
lives of the North Korean people". 

Yet without support from neighbour- 
ing countries, America's ability to present 
the government in Pyongyang with a cred- 
ible setof choices will be limited. Japan got 
on board shortly after North Korea started 
raising the stakes, but China, Russia and 
South Korea have been less willing to put 
pressure on Mr Kim's regime. Both China 
and Russia said early on that they would 
oppose economic sanctions in the UN Se- 
curity Council. Although China is now 
showing signs that it may get tougher on 
Mr Kim, it has seemed less worried about 
his nuclear threat than that North Korea 
might collapse, which could bring mil- 
lions of refugees streaming across its bor- 
der. The message from all three countries, 
in a reverse echo of Ronald Reagan's 1987 
statement at Berlin's Brandenburg Gate, 
has been: “Mr Bush, please don't try to tear 





down this wall." 

Under Kim Dae-jung, South Korea ha- 
bitually lobbed money and cheery rheto- 
ric over the wall in an effort to ease ten- 
sions. The defining moment of this 
"sunshine policy" was a summit between 
the northern and southern Kims in Pyon- 
gyang three years ago at which the two 
sides agreed to try some economic co-op- 
eration, arrange reunions for long-sepa- 
rated relatives and experiment with inter- 
Korean links in areas such as sport and tou- 
rism. Earlier this year Kim Dae-jung 
admitted that the meeting was facilitated 
by a payment of $500m to the Dear Leader 
from a company in the Hyundai group. 


Outlook: cloudier 
In the eyes of a large minority of sceptical 
South Koreans, the news of the Hyundai 
payment, together with Kim Jong Il's nu- 
clear flirtations, has further discredited the 
sunshine policy. Mr Roh has said that he 
supports it in principle, but has tried to dis- 
tance himself from its obvious shortcom- 
ings by renaming it and implying that he 
would attach strings, without quite saying 
how. In his inauguration address he set 
out a vision of North-East Asia in which 
the Korean peninsula would play a vital 
role in promoting regional *peace and co- 
prosperity". He has also stressed that the 
North must start responding to the South's 
efforts with more "reciprocity". 

The nuclear issue presents Mr Roh with 
a serious dilemma. On the one hand, he 
has declared that it would be "intolerable" 
for North Korea to go nuclear, and said that 
it must change course if it wants better re- 
lations. On the other hand, he has also said 
repeatedly that dialogue is the only way 
forward with the North. He has not only 
denounced any hint of American air 
strikes to remove the nuclear-weapons fa- 
cilities, but has also frowned heavily on 
talk of economic sanctions. The only con- » 
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Like many disputes involving Amer- 
ica’s military presence, however, the sta- 
tus-of-forces tussle reflects contrasting 
views about which country is helping the 
other by having American soldiers in 
South Korea. As long as America is willing 
to underwrite the South’s defence, and as 
long as it believes that it needs lots of bases 
and ground troops to do so, this funda- 
mental difference will be hard to resolve. 
Meanwhile young Koreans can allow 
themselves the luxury of simultaneously 
enjoying American protection and being 
angry about the way itis being provided. 

Fortunately, America's own assess- 
ment of the best way to protect South Ko- 
rea appears to be changing. Donald Rums- 
feld, America's defence secretary, has long 
sought ways to restructure his country's 
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HAT does North Korea want? It has 

been going all out to get America’s at- 
tention since December. During a trip to 
Pyongyang a couple of months earlier 
James Kelly, America’s assistant secretary 
of state for East Asia, presented North Ko- 
rea with evidence showing that it was try- 
ing to enrich uranium. This flouted the 
Framework Agreement that North Korea 
signed in 1994 to shut down a nuclear 
weapons scheme involving a plutonium 
facility at Yongbyon, in exchange for fuel 
oil and a pair of light-water nuclear reac- 
tors (from which it is harder to extract 
weapons-grade material). 

In response, the Korean Peninsula En- 
ergy Development Organisation (which 
includes Japan and South Korea, and had 
been charged with building the new reac- 
tors) cut off a fuel-oil shipment to North 
Korea. The government in Pyongyang re- 
fused to admit that it had been pursuing 
any new nuclear-weapons programmes, 
but implied that it will make such weap- 
ons quickly unless the American govern- 
ment negotiates with it. It then embarked 
on aseries of risky provocations. 

In December, it booted out inspectors 
from the International Atomic Energy 
Agency (IAEA). They had been at Yong- 
byon to watch over a mothballed reactor, 
plutonium-laden spent-fuel rods and a re- 
processing laboratory. A couple of weeks 
later North Korea announced that it was 


forces around the world, to make better 
use of air and naval power and to expose 
ground troops to less risk of sudden attack. 
In March, Mr Rumsfeld said the Pentagon 
had begun exploring ways to pull some 
forces out of South Korea and to set up an 
air and naval hub instead. Many defence 
experts believe that this can be done with- 
out increasing the danger to the South, and 
might even reduce it. Mr Roh has said that 
he is open to such ideas. 


Reshaping the alliance 

If both administrations are willing to be 
bold, this might offer a way to begin gradu- 
ally reshaping the alliance. That may be- 
come necessary any way: if the threat from 
the North should ever recede convinc- 
ingly, the Chinese would immediately in- 


quitting the Nuclear Non-Proliferation 
Treaty. The United States refused to re- 
spond bilaterally, but said that it was will- 
ing to talk within a multilateral framework 
about persuading North Korea to resume 
compliance with its commitments to stay 
non-nuclear. On February 12th, the IAEA 
took the first multilateral step when it re- 
ferred the case to the United Nations Secu- 
rity Council. A week later, North Korea 
flew a MiG fighter into South Korean air- 
space. Shortly afterwards, on the eve of 
Roh Moo-hyun's inauguration, it launched 
a cruise missile into the Sea of Japan. In 
March it followed that up with an impres- 
sively reckless pre-rehearsed stunt, send- 
ing four fighters to intercept an American 
spy plane in international air space and 
trying to force it down. 

All the while, America tried not to look 
surprised. It continued to say that North 
Korea can expect normal political and 
trading relations with the outside world 
only if it honours its previous agreements 
and credibly forswears any more nuclear 


sist that America remove its forces from 
South Korea. Michael O’Hanlon, a defence 
expert at the Brookings Institution in 
Washington, pc, reckons that one way of 
preparing for such an eventuality is to 
move towards more mobile forces, which 
could also be used for regional peacekeep- 
ing and other exercises in co-operation 
with South Korean troops. 

These ideas sound sensible, and it is 
just conceivable that the two allies will 
seize the opportunity to start repairing 
some of the damage. However, there re- 
mains a wide gulf between the world 
views of Washington’s White House and 
Seoul’s Blue House. For now, it will take all 
the diplomacy the allies can muster 
merely to close ranks in the current stand- 
off with North Korea. 8 
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games, and asked other countries around 
North-East Asia to affirm this line. Most of 
those countries, however, along with 
George Bush’s domestic detractors, have 
criticised him for not putting a stop to 
North Korea’s escalation tactics quickly by 
sitting down to bilateral talks. 

Mr Bush's defenders and critics alike 
tend to bolster their arguments with 
claims about North Korea's motives. Some 
of the critics say that Mr Bush, by insisting 
on America's right to launch pre-emptive 
strikes against dangerous countries and 
identifying North Korea as part of an "axis 
of evil", has simply frightened Kim Jong Il, 
the North's “Dear Leader", who is now 
clinging to the nuclear option to protect his 
country from a hostile America. This line 
has a chronological flaw, because North 
Korea appears to have begun the uranium- 
enrichment scheme when Bill Clinton was 
still president. But whatever the order of 
events, say those critics, any threat of force 
will be counterproductive. 


Other critics of Mr Bush stress that Mr >> 









rnments might find it easier to close ranks 
nd deal with Kim Jong Il. 

Why are South Koreans so hostile to the 
United States, and what can the two sides 
do about it? It soon becomes clear that 
young Koreans are not interested in sepa- 
rating out uniquely Korean grievances 
from broader ones they share with Amer- 
ica's global critics; but apart from familiar 
complaints about American dominance 
and arrogance, what seems to upset them 
most are the sins, perceived or real, of 
America's armed forces. The United States' 
military presence in South Korea goes be- 
yond the 37,000 troops that it has sta- 
tioned there as a first line of defence. In a 
hilly country with dense population cen- 
tres, there seems to be an American base in 
nearly every city and town. The sprawling 
headquarters in the Yongsan district of 
Seoul dominates the capital's landscape, 
drawing persistent complaints. 

Far more importantly, though, the sole 
reason for the American military presence 
in the country has always been to con- 
vince North Korea that the South is per- 
petually ready for war. For half a century, 
American troops and commanders have 
gone about their mission with a persis- 
tence that is either inspiring or madden- 
ing, depending on your point of view. 


Knights in shining armour 

Americans think it is self-evident that they 
are making a huge sacrifice: how many 
countries would willingly put their own 
soldiers on a distant front line to show 
their solidarity with an ally? They are thus 
mystified that young South Koreans do not 
seem to appreciate their troops. Mr Roh 
was educated on this point shortly after 
getting elected. He had talked about his 
willingness to “mediate” between the Un- 
ited States and North Korea, implying that 
the South saw itself as a buffer between 
the two. Yet the Americans see their own 
forces standing between the North and 
South, at great risk to their lives, and found 
Mr Roh's geometry confusing. 

The previous authoritarian regime con- 
stantly used the northern threat to justify 
repressive measures, so younger South Ko- 
reans tend to disbelieve any claims that the 
threat is real or imminent, especially if 
those claims come from the American gov- 
ernment. Their own take on that threat is 
rather different. Their two biggest worries 
are, first, that America will prod the North 
into attacking by being overly aggressive, 
and second, that Kim Jong Il's regime will 
suddenly collapse and create chaos 
throughout the peninsula. 


America the dutiful 


That said, most of the young do not ac- 
tually want all the American troops to 
leave; they would simply rather not think 
about why they are there in the first place. 
South Korea's young men are not particu- 
larly happy about the draft in their own 
country either. Soon after Mr Roh took of- 
fice, the governmenttried to cheer them up 
by announcing that it would knock two 
months off the 26-months of military ser- 
vice that all men must do. 

As for nuclear weapons, only 30% of 
South Koreans in the Pew survey listed 
those among their main concerns, com- 
pared with 59% of Americans. Nor are 
South Koreans particularly worried about 
terrorism in general: only 15% named terro- 
rism as a main concern, placing Koreans at 
the bottom of the world table. Most South 
Koreans believe that North Korea's nuclear 
weapons, if they were ever deployed, 
might be launched at Japan or America's 
west coast, or perhaps sold to another 
country or a terrorist network, but would 
never be used on the North's ethnic cous- 
ins just across the border. 

They may be right: the North has so 
much artillery pointing at the South that it 
could easily flatten Seoul with conven- 
tional weapons. But it is still disturbing 
that young South Koreans should consider 
the prospect of a North Korean nuclear 
weapon launched at Sapporo or Seattle, or 
smuggled into Sydney, to be somebody 
else's problem. 

The Americans have not always done 
as much as they could to soften the effects 
of their military presence. The two soldiers 
involved in last year's on-duty accident 
were acquitted in an American military 
court, which under a bilateral "status-of- 
forces" agreementis the proper place to try 
such cases, so there could have been no 





question of handing them over to the Ko- 
rean civil courts. But the incident was han- 
dled badly all around, and the officers who 
approved the fatal exercises were never 
fully investigated. 

Moreover, as South Korea becomes 
wealthier and more democratic, American 
mistakes are beginning to grate more. In 
the decades after the Korean war, the bases 
were economic magnets, creating jobs and 
boosting local spending. Now, bases in 
some areas have become a blight on their 
increasingly wealthy communities. 

Americaistryingto improve matters by 
using less space and returning land to the 
South Korean government. It is also en- 
couraging local commanders to consult 
more with local officials, who have been 
gaining autonomy from the central gov- 
ernment. The big Yongsan headquarters 
remains a sticking point. America says it is 
prepared to move, but the two govern- 
ments have argued for years over who 
should foot the bill. 

Other Korean complaints seem less rea- 
sonable. America's detractors have long 
clamoured for a revision of South Korea's 
status-of-forces agreement with the Un- 
ited States to make it more fair and "re- 
spectful". Yet some aspects of the agree- 
ment show greater respect for the Korean 
justice system than does, say, America's 
agreement with neighbouring Japan. 
Moreover, South Korea has itself signed 
status-of-forces agreements with coun- 
tries to which it has sent peacekeeping 
forces, and these contain similar protec- 
tions for the Korean troops. Its agreement 
with Kyrgyzstan, for example, is by any 
measure far less “respectful”: it does not 
grant the host country jurisdiction over 
Korean soldiers even where they have 
been accused of serious off-duty crimes. 
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* sharply, at a time when advertising spend- 
ing in other countries is moribund. They 
have tried especially hard to strengthen 
their brands in mainland China, to which 
South Korean exports have risen by half in 
the past three years. 


Get set for round two 

Until recently, therefore, the chaebol 
seemed to be making swift progress. Now, 
however, investors are worrying that the 
Roh government's round of investigations 
might reveal those gains as illusory. In fact, 
the chaebol’s restructuring has been both 
real and effective. The reason they are com- 
ing under fire is not that they have failed to 
reform their businesses, but that their 
founding families continue to show dis- 
dain for the rule of law as well as for mi- 
nority investors. If the economy is to reap 
lasting benefits from all that restructuring, 
the government must press ahead with 
further reforms in these areas. 

Informed investors have long been 
aware of this, which is why shares in the 
chaebol's publicly listed subsidiaries con- 
tinued to trade at huge discounts to stan- 
dard measures of business performance. 
The regulators have known it too. When 
the restructuring began, they required equ- 
ity stakes in subsidiaries to be limited to no 
more than 25% of any group company's 
net assets, with some exceptions, such as 
foreign joint ventures. The government 
hoped that this, combined with the rule 
banning subsidiaries from taking equity 
stakes in parents, would prod the families 
in charge of the chaebol to treat all of the 
firms in their group as genuine sources of 
operating profit, so they would run them 
like real companies. 

Instead, some chaebol have continued 
to shuffle the profits from some of their 
publicly listed firms, trying to keep any 
gains out of the reach of both investors 


3 Leaner but not cleaner 


Who gets the profits? 


and the taxman. Minority shareholders 
cannot stop them because the families still 
own controlling interests in many publicly 
traded firms, even though their direct equ- 
ity stakes are small. According to Jang Ha- 
sung, a finance professor at Yonsei Univer- 
sity in Seoul, in 2001 the top ten chaebol 
families on average owned only 4.3% of 
the shares in their group companies, down 
from 9.5% in 1997. But, reckons Mr Jang, 
they actually controlled 47.6% of the 
shares in those firms, by exploiting chains 
of subsidiaries to buy more shares in the 
parent firms. 

Fortunately for South Korea, civic 
groups have been catching some of the 
chaebol at their tricks. The two main 
watchdogs are the People’s Solidarity for 
Participatory Democracy and its offspring, 
the Centre for Good Corporate Gover- 
nance (CGCG). They have filed complaints 
with prosecutors and with the Fair Trade 
Commission against a range of compa- 
nies, including Hyundai, LG and Samsung. 
Kim Joo-young, the CGCG's director (and a 
securities lawyer), says the complaint it 
filed againstthe sk group in December was 
not much different from those it had filed 
against others. He believes that the pros- 


South Korea's biggest chaebol, April 2002 
Assets — Numberof Debt/equity 
Main businesses tmwon _ affiliates ratio 
Samsung Electronics, machinery and heavy industries, 72.4 63 240.6 
A ufa MM eina D E ERN CIA e NE OE 
LG Clothing, supermarkets and radio, television 54.5 51 206.8 
CHER... eene ns aba Wee etre lS AN, T ke aa A 
SK Refining, distributing and transporting petroleum 46.8 62 156.4 
products. Production and sale of petrochemical products 
d ners Sana et e dito DOS ne Fy 
Motors and parts | 
Hanjin: Construction and shipbuilding i 21.6 21 294.4 
Hyundai ^ Electronics, construction and finance 11.8 12 977.6 


Source: OECD 





ecutors were prodded into acting this time 
by criticism of their failure to act on earlier 
complaints. 

The administration says it will do three 
things to make the chaebol clean up their 
act. First, it will close tax loopholes so that 
the owner-families cannot use dodgy 
business transactions to avoid gift and in- 
heritance taxes. Second, it will allow small 
shareholders to launch lawsuits against 
firms that do deals against the minority’s 
interests. And third, it will bar industrial 
companies from owning financial subsid- 
iaries. The idea is to stop the companies 
from using life insurers, securities firms 
and investment trusts to favour shares in 
their own industrial firms. 

This last one is a much bigger project 
than the other two. If Mr Roh wants to 
press ahead with it, he needs to do it prag- 
matically. The objective should be not to 
bash the chaebol but to subject them to 
greater scrutiny by informed and well-or- 
ganised investors, as well as to protect the 
clients of financial-services firms. 

Independent, and cleanly run, invest- 
ment trusts and life insurers would have 
clearer incentives to earn returns com- 
mensurate with the risks they take. They 
would also be better able than dispersed 
shareholders to put pressure on poorly 
performing companies. Foreign investors, 
too, who now own 36% of the main stock- 
market’s equity by value, compared with 
15% before the crisis, can play a useful role 
in this. And if there is to be a new social 
Safety net, the pension managers must 
also do their bit. 

Mr Roh Says he wants openness, but 
doesnot want to move too fast to avoid up- 
setting the markets. Yet if done right, a sec- 
ond round of reforms would not only im- 
prove the prospects for South Korea's 
economy in the long run, it would also 
have the more immediate merit of reassur- 
ingjittery investors. 8 
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> lending practices. One effect of this: was to 
encourage new sectors to flourish: with 
he chaebol no longer dominating access to 
South Korea's huge pool of savings, credit 
began to flow to small- and medium-sized 
firms, as well as into credit cards and other 
consumer loans. The other main effect was 
to put pressure on the chaebolto shape up. 
Mr Kim's government also drew up new 
rules to force the chaebol to face their pro- 
blems head on, unlike companies in, say, 
Thailand, Indonesia and Malaysia. 

Regulators insisted that business 
groups reduce their debts to no more than 
twice their equity. They also barred fellow 
group members from buying shares in 
each other to boost their balance sheets, or 
from cross-guaranteeing each other's 
debts. The governmentrun Korea Asset 
Management Corporation took troubled 
loans off the banks' books and banged on 
the conglomerates' doors to collect the 
money. KAMCO has since attained rock- 
star status in the buttoned-down world of 
multilateral assistance, taking its act on the 
road to show other emerging economies 
how to deal with banking crises. 

All this has dramatically changed the 
business landscape. Daewoo, which be- 
fore the Asian financial crisis had been one 
of the top five chaebol, went bust, and its 
founder, Kim Woo-choong, fled to France. 
Another of the five, Hyundai, sold off its 
electronics business and divided the rest 
of its companies into three groups. Half of 
the top 30 chaebol in 1996 have gone bust 
and been broken up, and the others have 
narrowed their focus, reorganised and 
shored up their balance sheets. 

In slimming down their empires, the 
conglomerates also encouraged a sharp in- 
crease in foreign direct investment~a big 
change from the years before the crisis, 
when South Korea had one of the lowest 
rates of inward FDI in Asia. Some of the re- 
structuring deals—usually those involving 
the government or already bankrupt 
firms-made big headlines; for example, 
the government took a while to sell stakes 
in a couple of banks, and America’s Gen- 
eral Motors had to go through 18 months 
of talks and protests from Korean workers 





^ before sealing its purchase of Daewoo Mo- 


torlastyear. 

But many other deals weré.struck 
quickly and quietly. The conglomerates' 
founders sold entire companies and gaye 
up controlling stakes in others to slim their 
empires and pay debt. Moreover, although 
the chaebol had clearly overborrowed, 
they had managed to put at least some of 
those loans into research, product dé 








velopment and advanced equipment. 
That gave them an advantage over con- 
glomerates elsewhere in Asia, which had 
wasted many of their borrowed billions 
on empty office blocks and golf courses. 
This, combined with a willingness to bite 
thebullet quickly, gave them a decent price 
for some of the corporate jewels they sold. 


 Italso allowed them to keep some techno- 


logical gems. 


Industrial strength | 

One example of a corporate transforma- 
tion is the Le (formerly Lucky Goldstar) 
group, which is controlled by the Koo and 
Hur families. LG had struck joint ventures 
with foreign firms long before the 1997 cri- 
sis, for example teaming up with Amer- 
ica's Caltex in 1967 in a deal that gave LG 
access to new technology and granted the 
foreign firm easy entry to South Korea's oil- 
refining sector. After the 1997 collapse LG 
increased the pace, creating several joint 
ventures to raise cash and concentrate its 
business. This included a deal with Philips, 
a Dutch electronics firm, which invested 
$1.6 billionin a 50-50 joint venture to make 
advanced liquid-crystal-display monitors. 
The LG group, which had been making 
these on its own, contributed much of the 
new venture's advanced technologies, in 
sharp contrast with the Caltex venture 
three decades earlier. 

Similarly, Sweden's Volvo was inr 
pressed by the level of technology at Sam- 
sung's construction-equipment business, 
and bought the company for $572m in 
1998. Samsung had been operating in this 
field since the 1970s. In the beginning it 
used strategic alliances with Japanese 
firms, which were attracted by South Ko- 
rea's lower wages. Eventually those alli- 
ances no longer worked because Samsung 
became too much of a technological com- 
petitor to the Japanese, so Samsung began 





pushing ahead on its own. In the 199¢ 
developed a world-class line of excava' 
equipment. It invested heavily in hyd: 
lics research, got better at using compu 
to predict how safely and consistently 
machines would handle different ta 
and ploughed money into sophistic 
machine tools with which to build the 

About the only thing Samsung did 
do was to sell its excavators for a profit 
ter Volvo, which was itching to offer S 
sung's advanced 12-model product lin 
its clients. Volvo left Samsung's tech 
ogy largely intact, buttook some timet 
fit the machines to make them more e 
ronmentally friendly and improve t 
ergonomics. It then began selling tl 
through its global distribution char 
which included a network of skilled c 
ers with advanced diagnostic tools an 
efficient supply chain for spare part: 
customers could be confident that 
breakdowns would be fixed quickly. 

If the remaining chaebol are to 
healthy profits from the businesses 
have kept, they must do more than ir 
in R&D (though some of the research 
are doing remains encouraging). Wit 
eye to the Volvo-Samsung example, 
must also learn how to handle gl 
branding and marketing as well as : 
western counterparts do. 

Another company in the Sam: 
group offers a good example of how 
can work. Samsung Electronics wa 
ready leading its Korean competitor: 
fore 1997. After the crisis, itlauncheda 
certed drive to boost its global bi 
consolidating its fragmented and hi 
decentralised marketing outfits, mad 
of 49 subsidiaries and more than 20 
operators. It also put more money 
management effort into product desi 
make gadgets that people would noti 

Eric Kim, who handles the comp: 
global branding, reckons that operati: 
a country with a young, techno 
minded population has helped its dı 
side. Samsung Electronics still earns 
of its revenues from semiconductors 
liquid-crystal displays, rather than th« 
of hand-held devices for which firms 
as Japan's Sony are known. But itisr 
fast in these areas, and is already 
world's third-biggest maker of m 
phones, behind Finland's Nokia 
America's Motorola. 

Samsung Electronics is only or 
many Korean firms that have shifte 
wards design and marketing to img 
their business prospects. Those f 
global advertising budgets have 
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> sequence he seems willing to threaten is to 
leave things as they are. 

Mr Roh’s inexperienced foreign-policy 
advisers have sometimes made matters 
worse. When Yoon Young-kwan, Mr Roh’s 
foreign minister, made a trip to Washing- 
ton shortly before the president’s inaugu- 
ration, he seemed to suggest that nuclear 
weapons would be less of a worry for the 
new government in the South than a col- 
lapse in the North Korean regime. When 
his comments made the headlines, he said 
he had been misunderstood. 


In an interview for this survey, he . 


seemed keen to work with the United 
States, to find an approach that can both 
meet the South’s concerns and get North 
Korea and America talking. "We under- 
stand the need to use both carrots and 
sticks,” he said, referring to economic aid 
and sanctions respectively. “We just wish 
that [the United States] would talk less 
about the sticks.” Mr Yoon also said that 
South Korea would join Japan and Amer- 
ica in calling for multilateral talks. Officials 
from the Roh and Bush administrations 
have continued to meet quietly to lay the 
groundwork for a summit between their 
two presidents in Washington, DC, which 
the South hopes will lead to talks with the 
government in Pyongyang-be they bilat- 
eral, multilateral or some combination of 
the two that fits the bill. 


Even if such talks were to be convened, 
however, what could the Americans say to 
Kim Jong Il? He has already publicly de- 
manded a “non-aggression pact”, to guar- 
antee his security as a price for not having 
nukes. The Bush administration does not 
want to make such a commitment to a re- 
gime that has shredded every agreementit 
ever signed. 

Some would tell Mr Bush that he hasno 
choice but to cut a deal and end the im- 
passe. The threat of nuclear proliferation is 
too great, they argue; and a surgical strike 
to take out the nuclear facilities seems un- 
thinkable. The North has an army of 1.1m, 
and its artillery could retaliate quickly by 
flattening Seoul. It might well conclude 
that by doing so it would be inviting its 
own destruction, but testing its resolve 
would be a dangerous gamble. 


A special case? 

So should North Korea be treated as an ex- 
ception? Those who argue for buying off 
Kim Jong Il seem to be hoping that other, 
less powerful, rogue regimes would not 
take this as a signal that bad behaviour 
pays. After all, few if any of the regimes 
that might try to obtain weapons of mass 
destruction, including Iraq, have North Ko- 
rea's overwhelming ability to punish at- 
tempts at a military solution. Some advo- 
cates of compromise think America hasno 


choice but to mollify Mr Kim. Yet Mr Bush _ 
seems highly unlikely to make an excep- 









tion. In fact, Irag, Iran and North Korea 
might be described as his “axis of non-ex- 
ceptions". E 

If the Bush administration cannot talk 
Mr Kim into taking the first step-by show- 
ing that the North will atleast honour pre- - 
vious commitments—and if the adminis- 
tration is not willing to back down itself, 
Mr Bush will be left with a sickening 
choice. America can acquiesce, by allow- 
ing the North to go nuclear, and then rely 
on a missile-defence shield, intelligence, 
and perhaps a naval cordon to try to stop 
weapons shipments. Or it can chance a - 
surgical strike, and hope that the North ~ 
blinks. Choose the first, and a couple of 
million people could be killed by a 
launched or smuggled nuclear weapon, at 
a time and place nobody can foresee; 
choose the second, and either the problem 
is solved or a couple of million Koreans (as 
well as many thousands of American sol- 
diers) get killed right away. 

Checkmate? The only hope for avoid- 
ing this choice is for all of North Korea's 
neighbours to join America in a concerted 
diplomatic effort to convince Kim Jong H to 
back down. If this sounds familiar, re- 
member that North Korea is no Iraq. If 
China and Russia refuse to play their part, 
the results could be cataclysmic. 8 





OR a country that was separated from 

its kin, and grew up in protective cus- 
tody, South Korea has come a long way. 
The first generation had to fight hard just to 
survive. Later generations studied hard 
and worked hard to build a better life. The 
economic results have been remarkable, 
and the world has noticed. South Korea's 
political achievements, although more re- 
cent and less heralded, are also impressive. 
After losing precious time to the Asian fi- 
nancial flu, the country has now recov- 
ered, passed its democratic exams, and is 
justly proud of itself. And yet, even as it 
grows richer and freer, it still longs for 
something more. 

Part of that something may be respect. 
Among other things, South Korea would 
like a more prominent role in the region, 
which has so far eluded it. Throughout its 


history, it has been buffeted by bigger 
powers. For several decades after indepen- 
dence, it continued to live in the shadow of 
Japan, its richer and industrially more ad- 
vanced neighbour and former colonial oc- 
cupier. But now that shadow may be re- 
ceding. Japan’s economy has struggled for 
more than a decade, held back by its trou- 
bled banks and indebted firms. Whereas 
South Korea quickly solved its banking 
and corporate problems after 1997, Japan 
still cannot find the collective will to do 
likewise. 

Japan is still bigger and richer, but rela- 
tions have improved as South Korea has 
become more confident and Japan less so. 
The passage of time has also allowed his- 
torical hatred to fade a little, although on 
symbolic occasions South Koreans con- 
tinue to protest. The release of an incom- 


plete Japanese history textbook or a visit 
by Japan’s prime minister to Tokyo’s Yasu- 
kuni shrine (where 13 convicted war crimi- 
nals are entombed) still triggers demon- 
strations. But young people on both sides » 











* have grown more interested in each 
other's music, films, food and culture, and 
last year the two countries successfully co- 
hosted soccer's World Cup. 

Meanwhile, China, South Korea's big- 
gest neighbour, is rising fast. Normally, 
when two countries trade, the rich get only 
a little richer and the poor get a lot richer. 
China as a whole is much poorer than 
South Korea, but the region on China's east 
coast is fairly wealthy, says Dominique 
Dwor-Frecaut, chief economist at Barclays 
Capital in Singapore. This should allow 
both countries to reap large benefits from 
trade, with each tapping into an increas- 
ingly affluent customer base next door. 

Cheap Chinese imports should enable 
South Korean consumers to enjoy lower 
prices for many manufactured goods, and 
at the same time prod Korean firms to 
climb up the value-chain, improving their 
skills in marketing and building brands in 
the process. And like companies from 
other advanced economies, those Korean 
firms will continue to build new plants in 
China, and use the low-paid workers from 
the giant country's hinterland to cut costs. 

Mr Roh is telling South Koreans that 
they will soon be living midway along a 
bustling thoroughfare that will carry 
money, goods and services back and forth 
across the world's most dynamic region. 
Even before he took office, bureaucrats and 
businessmen were hatching plans to turn 
South Korea into an important regional 
hub for logistics, international finance and 
information technology. Adding a note of 
caution, however, Lee Chung-min, of Yon- 
sei University, points out that in popula- 
tion terms even a united Korean penin- 
sula, with 70m people, would merely be 
the equivalent of another wealthy eastern 
province of China. 


A piece of the action 

It would be a help if Seoul could make it- 
self a more attractive place for foreign busi- 
nessmen, who rate it among the least 
pleasant of East Asia's big cities to live in. 
More fundamentally, however, South Ko- 
rea's best betis to continue liberalising and 
cleaning up its economy and establish it- 
self as the most open and globally minded 
outpost in the region. It has made a good 
start. Politically, it has become an open 
and fairly tolerant liberal democracy, in 
sharp contrast with the repressive regimes 
to its north and west. Economically, it has 
shown much greater willingness than Ja- 
pan to open up and to tackle obvious pro- 
blems quickly and pragmatically. To move 
the country further in the right direction, 
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Let the sunshine in 


Mr Roh must now carry out his promises 
to clean up the chaebol and improve the 
rule of law. 

Paradoxically, however, if he succeeds 


in improving ties with North Korea, his ef- 


forts to promote openness could suffer. 
Any new economic links with the north- 
ern regime are bound to be highly politi- 
cised, says Marcus Noland of the Institute 
for International Economics in Washing- 
ton, DC. The risk is that the chaebol will be- 
gin to manipulate ties with both govern- 
ments to gain a piece of the action in the 
North. If Mr Nolandisright, the scandal in- 
volving Hyundai's secret payment to 
North Korea in 2000 is merely a taste of 
things to come. Mr Roh must ensure that 
Hyundai's payment is thoroughly investi- 
gated, and he must avoid offering the 
North any other quiet business deals. 

Nor should Mr Roh let his efforts to ease 
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tensions with the North jeopardise his 
country's ties with America. Young Kore- 
ans are gripped by a range of emotions to- 
wards their protector: gratitude and ad- 
miration, up to a point, but also dis- 
appointment, resentment, suspicion and a 
desire to be heard and understood across 
the Pacific. The next few months will be es- 
pecially difficult, and not just because of 
North Korea's antics. Mr Bush is sur- 
rounded by military advisers who are 
trained to be realistic and vigilant about 
potential threats. Mr Roh is surrounded by 
former outsiders who are at last getting a 
chance to govern, and may be too optimis- 
tic about what can be achieved. 

Despite the differences, South Korea 
should make a bigger effort to be nice to 
the local patrolman. The two of them have 
a lot in common. And parts of the neigh- 
bourhood are still dark and dangerous. m 
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Britain 


Education 


Hard numbers 





Maths and science have gone into a dangerous decline in Britain 


HE rare sound of backs being slapped 

echoed around the offices of British 
education bureaucrats this month, with 
the news that an international survey 
showed children in the country’s primary 
schools the third-most-avid readers in the 
world, after Sweden and the Netherlands. 
But although it is gratifying that the move 
back to basic classroom techniques is pay- 
ing off in reading, there is worrying news 
from other bits of the curriculum. 

In the country that discovered gravity, 
evolution and DNA, maths and science are 
onthe slide. Numbers of secondary school 
pupils studying these subjects are falling. 
Candidates for physics A-level are down 
by a sixth since the mid-1990s. For maths 
A-level, they fell by a fifth in the past year 
alone. The authorities’ response is to make 
the course a lot easier, starting in Septem- 
ber 2004. 

Which points to the other side of the 
problem, the fall in quality. Today’s ex- 
ams-not just in maths—are much easier 
than in past decades. Simultaneously, 
their importance has grown. Schools tend 
merely to teach for the test rather than tak- 
ing time also to impart skills that will be 
useful to pupils in later life—to make sense 
of data, spot trends and mistakes, and use 
spreadsheets. 

Employers and universities alike are 
dismayed. The Ministry of Defence, for ex- 


ample, started a large remedial maths pro- 
gramme when it found that soldiers with a 
‘c’ pass in GCSE maths (normally taken at 
16) were often baffled by fractions. 
University departments in science, en- 
gineering and economics find it hard to 
teach people whose grasp of algebra, cal- 
culus and statistics is weak or worse. 
Around half the country’s universities 
now have remedial maths-teaching cen- 
tres for new students who fail diagnostic 
tests. These uncover startling gaps—at least 
compared to what was taught in the past. 
Coventry University’s tests show that 
those with a ‘B’ grade at A-level now have 
the same or worse maths as those with an 
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'N' (fail) grade in 1991. 

There is a limit to universities' gap-plug- 
ging abilities. If students are really flum- 
moxed, they will drop out rather than 
catch up. At worst, that means depart- 
ments simply close. King's College London 
said this week that its chemistry depart- 
ment, a pioneer in discovering DNA, was 
"unsustainable". Applicants to read chem- 
istry have declined by more than a sixth 
since the mid-1990s. 

Maths and science are suffering most 
froma series of problems that afflict educa- 
tion as a whole. Teachers across the system 
are ageing, but the problem is acute in 
maths and science. Recruiting people to 
teach those subjects is getting ever harder. 
There is a shortage of 3,500 qualified 
maths teachers alone. Last year just 350 
newly graduated mathematicians went 
into teaching. 

One of the main reasons why maths 
and science graduates are in such short 
supply is increasing demand for their 
skills: good maths graduates are snapped 
up by, for instance, financial-services 
firms. Whereas most new history teachers 
have good degrees, most maths teachers 
have bad ones. That creates a vicious cir- 
cle. Subjects badly taught now will pro- 
duce fewer teachers in future. 

The government has an array of carrots 
to attract maths and science teachers, but 
keeping them is difficult. Bad teaching else- 
where, often by non-specialists, has left 
many pupils thoroughly put off the sub- 
jects. They are no fun to teach. Rowdy 
classrooms and antique facilities make lab 
work in science subjects difficult. 

Even good teachers with good students 
suffer from the fashion for syllabuses di- 
vided into easy-to-test chunks, called mod- 
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ules. These may work in, say, English, but » 





> not in maths and science. In chemistry A- 
level, for example, the “what” and “how” 
of reactions are taught quite separately. In 
maths A-level, pupils hop from topic to 
topic, never gaining the fluency in, say, al- 
gebra, that comes from frequent practice. 

The increasing importance of A-level 
points scores for university admission— 
because other ways of assessing students' 
abilities, such as interviews, have faded 
away-also makes maths and science un- 
popular. Maths has one of the highest fail- 
ure rates of any A-level. Fear of failing out- 
weighs what ought to be a powerful 
signal: maths A-level is one of very few 
educational qualifications tied to a mea- 
surable economic benefit-around 10% 
higher earnings. 

Even students who want to study 
maths and science face obstacles. Since pu- 
pils now have to do four subjects rather 
than three in the first year of the sixth form, 
the limited number of science and maths 
teachers is under even greater pressure. 
That makes it harder to accommodate logi- 
cal, self-reinforcing combinations such as 
maths, physics and chemistry. State 
schools have all but abandoned the only 


really demanding course, further maths. 

There is no quick fix. The governmentis 
rethinking post-16 education, and may 
well plump for a continental-type school- 
leaving qualification, where everyone 
does at least some maths until they leave 
school. That would please employers 
wanting more general numeracy. It has 
also set up a maths inquiry under a top 
university administrator, Adrian Smith of 
Queen Mary College. His report, due outin 
the autumn, may make painful reading for 
some vested interests in the education 
world. 

An obvious long-term answer is to pay 
teachers more in hard-to-fill posts such as 
maths and physics. That would breach the 
taboo that all subjects are of equal value. 
In the short-term, it may be necessary to 
tap the universities’ maths expertise. Stu- 
dents and postgraduates may be pleased 
to earn some pocket money teaching in 
schools, but academics may not. More- 
over, the teaching unions guard jealously 
their monopoly on the blackboard. Saving 
British maths and science education will 
mean binning such cherished notions. If 
so, other subjects may benefit too. @ 





Northern Ireland 
History is still 
with us 


Northern Ireland is far from sorted 


PEAKING at a press conference at last 

week's summit in Northern Ireland, 
George Bush praised republican leaders as 
people who "have agreed to say that his- 
tory is just that, history, and they look for- 
ward to a future in which young genera- 
tions of Northern Irish can grow up in 
peace." If only they had. Despite the 
widely-held belief abroad that Northern 
Ireland is sorted, the peace process is in 
deep trouble once more. 

Last week, the IRA was supposed to an- 
nounce that its war was over. In return, the 
government would publish a blueprint for 
the next stage of the peace process. But the 
statement the IRA came up with did not go 
far enough, so the launch of the blueprint 
was cancelled at a few hours' notice. A sec- 
ond draft did no more than suggest that, 
given the right conditions, the iRA might 
stop all activity at some point in the future. 
As The Economist went to press the pros- 
pect of anything better looked slim. 

Although the peace process has 
achieved a lot, the rra has never really 
gone away. The ceasefire has been 
breached repeatedly. The question of IRA 
involvement in Colombian terrorism is 
still before a Colombian court. There has 
been a score of killings, gun-running, pun- 
ishment shootings and espionage in the 
Northern Ireland Assembly. Extreme 
unionist loyalist violence has taken many 
more lives in recent years, but loyalists 
have no political party in government. 

Republicans appear to want to retain 
both the respectability they have won by 
working democratically and the leverage 
they gain from the implied threat of fur- 
ther violence. As a British official laments, 
"I don't know which is more worrying, the 
thought that maybe Adams and McGuin- 
ness can't do anything, or that they can, 
but they won't." 

The rRA's behaviour is sharpening 
unionist hostility to power-sharing. 
Unionists have always seen the Good Fri- 
day Agreement as nationalist and republi- 
canrinspired. David Trimble, leader of the 
Ulster Unionists, the biggest unionist 
party, triggered the suspension of the de- 
volved government when last October, 
following the spying scandal, he de- 
manded that Sinn Fein be excluded from 
the government. Electionsto the Assembly 
are due on May 29th, but if the ra does 
not move before then, direct rule from Lon- 
don will continue-at least until the au- 
tumn, when the talking may start again. 8 








Financial services 


Where the hedge 
funds hide 


How StJames's became an inter- 
national financial centre 


IME was when St James’s, in London’s 

West End, had a reputation altogether 
more louche than the staid one it now en- 
joys. In the early 19th century it was notori- 
ous for prostitution and gambling. Over 
the years bordellos and gambling dens 
were replaced by expensive clothes shops, 
art galleries, and, among other icons of 
respectability, the London Library, the In- 
stitute of Directors and The Economist. 
These days the pleasures of St James's are a 
bit more restrained: overpriced restaurants 
and gentlemen’s clubs of the port-and-ci- 
gars rather than women-taking-clothes-off 
variety (though Mayfair, to the north of St 
James’s contains some of the most expen- 
sive brothels in London). 

But something of its former raffish at- 
mosphere may be returning, for St James’s 
has become a financial centre of interna- 
tional stature. As the undisputed home of 
the European hedge fund, the fashionable 
type of investment fund favoured by the 
very rich, St James’s now rivals, if not the 
City, at least Frankfurt. 

Statistics on financial-market operators 
are generally old and meaningless; the last 
comparisons on the amounts managed in 
international financial centres were made 
in1999 when markets looked a little differ- 
ent; and nobody has produced a study of 
how many investment funds there are in St 
James’s nor how much they manage. So 
The Economist has compiled its own sur- 
vey (research tools: a map, a pen, some 
friends and several cups of coffee). 

The results were startling. We counted 
nearly 100 hedge funds (the figure in- 
cludes a sprinkling of private-equity 
funds) in St james's and Mayfair alone. The 
funds range from the famous (Soros, KKR, 
Blackstone), to the hopeful (Endeavour), 
the prosaic (International Asset Manage- 
ment), and the frankly odd (Camomile, TT, 
Zebedee). In total we calculated that they 
managed $150 billion or thereabouts, 
though leverage means that the assets they 
control might be twice that-which would 
mean that more money is managed in St 
James's than in Frankfurt. 

Why St James’s? There is undoubtedly 
a cluster effect: once a few have setup shop 
others think it the place to be. And the 
area's respectability no doubt appeals to 
an industry often suspected of shady prac- 
tices. Canary Wharf's chief virtues— 
cheapness and lots of space—hold little al- 
lure. Most hedge funds are small affairs, of- 
ten with a star trader or two, and a few 





Top hedge funds 


(3) Global Asset 
Management 

(Q9 UM ao. 
Moore Capital 

(3) Investeorp 

(4) Cintan Group 

2) (8) Blue Crest 

@ (6) Blackstone 


E. 





people to handle the back-office work. The 
traders, usually investment-banking émi- 
grés, are anyway wealthy and charge fees 
high enough to make them still more so. 
Some of them want to live near their 
work, and St James's or Mayfair have 
plenty of swanky bachelor pads. For the 
family man, the area is convenient for Lon- 
don's most expensive family houses, in 
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Holland Park and Notting Hill Gate. The 
shops, restaurants and bars are good (Che 
and Just on St James's Street swarm with 
hedge-fund types after work). And the 
hedge funds don't need to worry about be- 
ing close to the City to shorten their jour- 
ney times to meetings. These days, they 
manage so much money that the City boys 
come to see them. @ 








Bagehot | The spoils of war 


Tony Blair has gambled and won; things will not be the same 





Tq was no triumphalism and, however tempting it must 
have been, no victory roll over the carpers and doubters on 
the benches behind him. The prime minister's statement this 
week to the House of Commons on the war's successful conclu- 
sion was perfectly pitched to a national mood that is more re- 
lieved than joyful. His sober message was that he would do 
everything in his power to ensure that Iraq's future demon- 
strated that this had been a war worth fighting and winning. For 
the people of Iraq, whatever difficulties lie ahead, that will al- 
most certainly be true. But will it also be true for Tony Blair? 

Whether or not weapons of mass destruction are now found, 
the unspeakable evil of Saddam Hussein's regime and the evi- 
dent pleasure of ordinary Iraqis that it is gone is enough, in most 
people's eyes, to vindicate Mr Blair. After enduring the most test- 
ing months of his political career, the latest polls suggest that the 
prime minister's popularity has more than recovered. 

What the polls don't reveal is how the nature of that popular- 
ity has altered. Mr Blair used to be liked because he said things 
that nearly everyone could agree with and because he seemed to 
be a decent and reasonably normal chap. That was always sim- 
plistic: a toothy grin and easy charm would not on their own 
have turned the once-unelectable Labour Party into a political 
juggernaut. But now Mr Blair is widely seen as a resolute leader, 
prepared to take risks for what he believes in. And in this there 
lies both danger and opportunity. 

The opportunity for Mr Blair is to harness this new percep- 
tion to his flagging domestic agenda. For at least a year, he has 
made known his frustration at the slow pace of public sector re- 
form. Despite the huge power supposedly wielded by British 
prime ministers, he has too often found that the levers he was 
pulling weren't attached to anything. Cabinet colleagues would 
pay lip service to Mr Blair's desire for more radical approaches to 
public service delivery, but didn't feel under much pressure to 
think creatively or actually to do anything. For most of them, the 
real centre of power in the government was the Treasury rather 
than Number 10. When it came to shock and awe, it was Gordon 
Brown rather than Tony Blair who had the heavy ordnance. 

That has changed. The cabinet, with one or two famous ex- 
ceptions, was steadfastly on-message throughout the difficult 


phoney-war period when speculation about Mr Blair's pros- 
pects was at its most feverish. Whether or not events had gone 
badly for the prime minister, there would have been little to be 
gained from disloyalty. But even before the successful conclu- 
sion of the war, the most crucial power relationship within the 
government had subtly altered. 

Mr Brown's influence has waned as the fiscal situation has 
deteriorated and with it his ability to dispense discretionary lar- 
gesse. As for Mr Blair, all depended upon his great gamble, a 
gamble that most had already calculated he would win. The cau- 
tion and modesty of the prime minister's public pronounce- 
ments are at odds with his new ascendancy. With a large-scale 
cabinet reshuffle promised for the summer, at least for the time 
being, what Mr Blair wants, Mr Blair will get. 

In practice, that means no backsliding over contentious is- 
sues such as giving some independence to hospitals and charg- 
ing university students for more of the cost of their education. 
Nor will any quarter be given to the firemen if they resume their 
suicidal strike. The possibility of a series of rolling backbench re- 
volts might once have worried the prime minister, butis unlikely 
to do so now. Just as voting against the government could be- 
come habit-forming for some Mes, so will ignoring them be- 
come quite easy for the prime minister. Loyalists who voted 
against the war as a matter of conscience have already been for- 
given, but the hard-core rebels who tried to turn the prevailing 
unease into a concerted attempt to undermine Mr Blair can ex- 
pect little mercy from the whips. 

The danger for Mr Blair would be if, like Margaret Thatcher, 
he came to believe in the cult of leadership. For her, nemesis 
came in the form of the poll tax. For Mr Blair it could be the euro. 
The polls may be more discouraging than ever—the latest, from 
ICM, indicates that, since Britain fell out with France and Ger- 
many over the war, anti-euro sentiment has risen to nearly 70%. 
But a hubristic Mr Blair might reckon that just as he turned opin- 
ion round over Iraq, he could do the same for the euro. 


Bond of brothers 

The signs point in the opposite direction. With less than six 
weeks to go before the Treasury must pronounce on the five tests 
and thereby decide whether or not there will be a referendum on 
joining the euro in this parliament, the prime minister seems to 
have reconciled himself to a “not yet" verdict from Mr Brown. 

There are a number of possible reasons for this. The first is 
that, having read through the 2,000 pages the Treasury has pro- 
duced to support its arguments, Mr Blair was bowled over by the 
brilliance of the economic analysis. The second is that he has de- 
cided a referendum is unwinnable. The third, and most intrigu- 
ing, is that the war has helped bring about a rapprochement 
between the two men. When Mr Blair most needed him, Mr 
Brown, against some expectations, was there: generously speak- 
ing up for his former friend; cajoling his own supporters into the 
lobbies; and even, rumour has it, lending a hand in the writing 
of a couple of key speeches. 

There have been times when the chancellor has driven Mr 
Blair to distraction. But the shift in their relative power caused by 
the war and the worsening economy could make their relation- 
ship easier, especially if, as now seems likely, both are resigned 
to waiting for a few more years: in Mr Blair’s case to join the euro; 
in Mr Brown’s to become prime minister. If so, the government 
will be the stronger for it. @ 
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A plague on all our businesses 


Fear of the lethal virus is affecting firms everywhere 


T office lights burn later and the car 
parks are fuller in the evenings at Nike's 
headquarters in Portland, Oregon. The ex- 
planation lies half a world away. Since the 
outbreak of Severe Acute Respiratory Syn- 
drome (SARS), the world's biggest sports- 
goods group has cut by over half its num- 
ber of business trips to Asia, where some 
300,000 people in four countries (China, 
Indonesia, Thailand and Vietnam) make 
more than four-fifths of its footwear. These 
days most of Nike's staff keep in touch 
with Asia by e-mail, the telephone or 
video conferencing. New shoe designs are 
no longer being brought back to head of- 
fice from buying trips in Asia. Instead, they 
are displayed on computer-aided-design 
software, with samples sent back and 
forth across the Pacific via Fedex. 

If the disease, which the World Health 
Organisation (WHO) believes could be the 
first severe new scourge of the 21st century 
with epidemic potential, is not brought 
under control in the next six to 12 months, 
Nike is ready to react much more drasti- 
cally, says Vada Manager, its director of 
global issues. The company has already 
made contingency plans to shift produc- 
tion out of Asia, probably to Latin Amer- 
ica. Though Nike says its has no quality or 
"substantial" absenteeism problems yet, it 
does not rule out a move should the epi- 
demic spread. 


One month after first hitting the head- 
lines, the economic damage from SARS 
has spread well beyond airlines, hotels 
and conferences to virtually all businesses 
within the region, and many well beyond. 
It is now crimping communications, en- 
dangering supply lines and potentially de- 
pressing demand from consumers. For 
western firms in a range of industries— 
from clothingto toys to microchips—Asia is 
their centre of production. sars threatens 
to reduce product quality, delay new 
ranges and, if production is forced to 
move, raise labour costs. 


Unfair 

The potential economic reach of SARS was 
demonstrated this week at the Canton 
Trade Fair, which opened in Guangzhou, 
near the original epicentre of the disease, 
on April 15th. Overshadowed by a WHO 
travel warning to avoid Hong Kong and the 
entire Guangdong province, the export 
fair, once the single most important event 
in China’s economy, “is effectively dead,” 
say observers. In 2002, the fair drew more 
than 120,000 visitors, a fifth of them from 
outside China, from the textiles, toy, furni- 
ture and electronics industries. And they 
signed deals worth nearly $17 billion. This 
year, despite promises from authorities to 


disinfect public spaces and restaurants, tra- 


vel agents complain about the cancella- 
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tion faxes piling up on their desks. 

Inside Guangdong province, though, it 
is still business much as usual. John Rem- 
pel, the chief finance officer of Creative 
Master, which has a factory in Dongguan 
making toy replicas of cars and tanks, says 
that they have had no cases of absentee- 
ism so far. Many factory workers in Guang- 
dong are migrant labourers from other re- 
gions of China who spend their entire lives 
on the factory premises, which include 
dormitories and cafeterias. They don't 
mingle with the local population much. It 
is a self-imposed quarantine even in nor- 
mal times. 

However, the number of companies 
and the range of industries affected by the 
fear of SARS grows daily. Motorola, an 
American mobile-phone company, one of 
the biggest foreign investors in China, has 
restricted travel to affected areas, while Ja- 
pan's Honda is evacuating families of its 
Japanese employees deemed to be at risk. 
Wal-Mart is banning all staff from visiting 
China, Hong Kong, Singapore, Vietnam 
and even Toronto, where cases have been 
reported. Suppliers, who are usually com- 
pelled to visit the group's Bentonville 
headquarters in person to peddle their 
wares, must now avoid its offices for ten 
days if they have travelled to these areas. 

The extent of the potential damage can 
be gauged from the fact that more than 
one-third of American clothing imports 
now come from Asia. Some global compa- 
nies may be able to procure supplies from 
elsewhere. But when a company like Gap, 
which is just regaining its credibility with 
customers, says it cannot send quality-as- 
surance teams to check up on its contract 
manufacturers in Asia, there is a danger 
that shabby production may undermine 
its nascent recovery. 
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The most vulnerable sector, however, 
is probably technology. More than half of 
the world’s silicon chips and 85% of its per- 
sonal computers are assembled in Asia. 
Aberdeen, a Boston-based 1T research firm, 
argues that original-equipment manufac- 
turers must be ready with back-up sources 
of supply if sars continues to spread, or 
else the global electronics industry could 
face a “nuclear winter”. This week Philips, 
a consumer-electronics group, said that 
SARS affected its sales in the first quarter. 


Demanding concern 

Some of this may sound hysterical if the 
disease quickly subsides. However, the 
greater danger is that demand in Asia will 
be damaged as well as supply. The region, 
led by China, has until now been the one 
area of robust growth in a stagnant world 
economy. So far, there is little reason to be- 
lieve that Chinese consumers, or indeed 
those in countries like South Korea, are 
reining in spending. 

Hong Kong, however, which is already 
suffering from deflation and a growing 
budget deficit, could be pushed back into 
recession. Other smaller markets, such as 
Singapore, are also vulnerable. Tourism 
alone accounts for 3-4% of Asian GDP. This 
week, Stephen Roach, chief economist at 
Morgan Stanley, argued that sars would 
cut growth in Asia, excluding Japan, from 
5% to 4.5% in 2003. 

Some businesses are already beginning 
to notice a fall in demand. It is not only the 
foreign tourists coming to Asia that are be- 
ing missed. Walt Disney says that a decline 
in Asian visitors could shave admissions 
at its theme parks in America. The com- 
puter and semiconductor industries sell 
about one-third of their output in Asia; 
luxury-goods companies, 13% of theirs. 

J.P. Morgan, a bank, says that European 
companies such as Burberry, Gucci, Her- 
mes, LVMH and Richemont are particu- 
larly exposed. Announcing its second-half 
results on April 15th, Burberry, a British la- 
bel, said fears about sars had led to a 
sharp fall in sales in the last two weeks of 
March in Hong Kong. Some insurers are 
also affected: Britain’s Prudential earns 
30% of its sales in Asia, mostly via door-to- 
door calls that are now harder to make. 

There is no risk, of course, without 
opportunity. SUNDAY Communications, 
a Hong Kong mobile-phone provider, has 
recently launched a subscription service 
that warns customers of nearby buildings 
that house sick residents. And sales of kim- 
chi, a Korean dish of pickled cabbage and 
garlic, are rising because of rumours that it 
prevents infection: South Korea has so far 
not had a single confirmed case of the dis- 
ease. In Beijing, turnips, dead silkworms 
and cicada skins are now in high demand 
for the same reason. Sadly, it will take 
more than turnips to persuade business- 
men to travel again to China. 8 
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The suits inside the battledress 


NEW YORK 


Is collusion between government and big business increasing in America? 


ROION S of the links between gov- 
ernment and the private sector have 
been flowing thick and fast in America. 
First came the disclosure that Richard 
Perle, the hawkish chairman of a defence- 
department advisory group, had taken 
money to represent Global Crossing, a 
bust telecoms firm that is seeking the Pen- 
tagon's approval to sell itself to a firm con- 
trolled by Chinese investors. Next came 
the discovery that nine of this advisory 
group's 30 members (including Mr Perle) 
had business relationships with defence 
contractors. These firms, reports the Cen- 
tre for Public Integrity, a watchdog group, 
won contracts worth more than $76 billion 
in 2001 and 2002. 

Mr Perle promptly resigned, protesting 
his innocence. (He remains a member of 
the advisory group, however.) But by now 
America's newshounds had their noses 
pressed to all sorts of leads. George Shultz, 
a secretary of state under Ronald Reagan 
and another foreign-policy hawk, was dis- 
covered to be a board director at Bechtel, a 
civil-engineering firm that is reported to be 
bidding for a government contract to re- 
build Iraq. Jack Sheehan, a retired general 
who belongs to Mr Perle's group, also drew 
a salary at Bechtel. 

This shadowy web of private interests 
inside government has been familiar to 
Americans ever since Dwight Eisenhower 
talked, in his farewell speech as president 
in 1961, of a rising "military-industrial 


complex". Yet recently this tangle of public 
and private interests has given the appear- 
ance of getting thicker—and not just in the 
defence industry. Seeking to protect its 
friends in the energy business, the govern- 
ment of President George Bush stands ac- 
cused of impeding the investigation into 
allegations of price manipulation during 
California's energy crisis of 2000-01. And 
Iraq has been conquered, claim the gov- 
ernment's opponents, so that President 
Bush's Texan buddies can carve up its oil 
reserves. 

The Economist asked The Corporate Li- 
brary, a watchdog group, to search its data- 
base of 23,000 directors of large, publicly 
held companies for retired politicians, bu- 
reaucrats, ambassadors, public prosecu- 
tors and military officers. The search re- 
turned 405 directorships, concentrated in a 
handful of industries: finance and insur- 
ance (64 directorships); energy and utili- 
ties (53; telecoms and software (39); 
healthcare and pharmaceuticals (26); and 
defence (22). The directors included 82 for- 
mer members of the senate and house of 
representatives, 54 former overseas am- 
bassadors, 52 retired senior government 
bureaucrats, 38 one-time generals and ad- 
mirals, 32 cabinet secretaries, 25 state gov- 
ernors, four vice presidents and one presi- 
dent (Gerald Ford, who sits on Citibank's 
board). 

The retired ambassadors tend to get 
jobs at firms from countries where they » 








> served. For instance, Joe Rodgers, a former 
ambassador to France, sits on the board of 
the American subsidiary of Lafarge, a 
French cement maker. The ex-bureaucrats 
and cabinet secretaries tend to land jobs at 
firms that fell under the authority of their 
former departments. Thus John Block, ag- 
riculture secretary under Ronald Reagan, 
sits on the board of Deere & Co, which 
makes agricultural equipment. 

This pattern is especially visible in the 
defence industry, whose boards are 
packed with retired generals, admirals and 
former Pentagon bureaucrats. On the 


eight-member board of Alliant Techsys- 
tems, an aerospace and defence firm spun 
off from Honeywell, sit five retired officers 
or government bureaucrats. These include 
men such as David Jeremiah, a well-con- 
nected retired admiral who also sits on Mr 
Perle’s advisory group. 

Some of these men and women ac- 
tively market themselves as gatekeepers to 
the centres of power in Washington, DC. 
Besides collecting directorships, William 
Cohen, Bill Clinton’s former defence secre- 
tary, has set up The Cohen Group, a con- 
sultancy whose website boasts that “mas- 





tering the complex and often veiled 
dynamic where government, politics, me- 
dia and business intersect requires a rare 
combination of knowledge, skills and ex- 
perience.” Then there is the Carlyle Group, 
a leveraged-buyout firm that specialises in 
collecting former presidents, prime minis- 
ters and government bureaucrats on its 
payroll. . 

Two dangers arise from this web of con- 
nections. The first is that private, commer- 
cial interests capture public policy. Amer- 
ica tackles this problem by dividing its 
officials into regular and “special” govern- 
ment employees. The regular employees 
face restrictions on post-retirement work 
in the private sector that depend, in part, 
on what they did before they left govern- 
ment. These range from one-year “cooling- 
off” periods to lifetime bans, under certain 
circumstances. 

The members of Mr Perle’s advisory 
group are special government employ- 
ees—part-timers who tend, often in ways 
that the government desires, to work in the 
private sector as well. Special employees 
operate under more permissive rules. 
Members of advisory committees, for in- 
stance, may continue to involve them- 
selves in matters that have a direct effect 
on their own financial interests if the gov- 
ernment judges that the need for their ser- 
vices “outweighs the potential for a con- 
flict of interest posed by the financial 
interest involved”, according to the Office 
of Government Ethics. 

The second, less obvious, danger is that 
the ex-politicians, bureaucrats, admirals 
and generals fail to do a proper job as 
board directors, which is to ensure that 
management acts in the interest of share- 
holders. Charles Elson of the University of 
Delaware’s centre for corporate gover- 
nance suggests that the bigger problem 
may be that some of these directors were 
hired because of their government con- 
nections. This could give them a relation- 
ship with management that may affect 
their ability to act independently. If com- 
panies want this service, “they should hire 
these people as lobbyists, or consultants,” 
says Mr Elson. 

For all the recent fuss about corporate- 
governance reform in America, this poten- 
tial problem has attracted scant attention. 
The New York Stock Exchange, for in- 
stance, made no mention of it in the other- 
wise exhaustive governance rules and rec- 
ommendations that it published last 
summer. This has left companies to set 
their own policies. Officials at prs Tech- 
nologies say that they have four ex-mili- 
tary board directors because these people 
have a good understanding of an industry 
that is “unique in terms of doing business 
with the government”. As a strict rule, says 
prs, board members may not drum up 
business for the company. So that’s all 
right, then. B 


AOL Time Warner 
Reeling like a bad 
movie 


The growing pressure to break it up 


IRDER by girder, stone by stone, the 55- 
storey granite and plate-glass building 
that will be the new headquarters for AOL 
Time Warner is rising on New York’s Co- 
lumbus Circle. Yet the erection of this mas- 
sive complex, which will also house a ho- 
tel, penthouses, a shopping mall and a 
studio for CNN, the group's news network, 
carries a dreadful symbolism. Just as the 
new building for the media conglomerate 
is coming together, there is a sense that the 
company itself may be falling apart. 

The pressure for the break-up comes 
from AOL Time Warner’s heavy debt. At 
the end of 2002, it stood at $27.5 billion, 
and could have reached $31.2 billion in the 
first quarter of 2003, according to Morgan 
Stanley. Richard Parsons, the company’s 
boss, has promised to hack it back to $20 
billion by the end of 2004, and to reduce 
the ratio of debt to earnings by the end of 
this year. But the credit-rating agencies are 
watching like hawks. 

To ease the debt burden, some AOL 
Time Warner assets will go under the ham- 
mer, notably its Atlanta sports teams and 
Time Warner's book publishing. Warner 
Music's manufacturing business, its mu- 
sic-publishing division and the group's 
50% stake in Comedy Central, a cable 
channel, could also be up for sale. In all, Mr 
Parsons hopes to raise $2 billion-4 billion 
from off-loading such “non-core” stuff. He 
has also promised to make an initial public 
offering of shares in Time Warner Cable by 
the end of June, which could raise another 
$2 billion. And he is relying on the crucial 
$3 billion or so of cash that the group 
should generate this year. 

If all of these elements fall into place, 
Mr Parsons will be safe. The trouble is that 
none of them looks straightforward. Al- 
ready, for instance, WH Smith, a British 
bookseller, has withdrawn from the bid- 
ding for the book publishing business. 
More troubling, the uncertain equity mar- 
ket makes the planned rro look extremely 
tricky. AOL Time Warner insists that it will 
still go ahead, but that the offering might 
not happen until "late summer". 

This could make matters deeply un- 
comfortable over the next six months. The 
group has just had to make a number of 
hefty cash payments, including $2.1 billion 
to Comcast, a cable giant, for its interest in 
Time Warner Entertainment, which 
houses assets such as Warner Brothers and 
HBO, a premium cable channel; and 
$812m to Vivendi, a French media group, 
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A challenge to Barbie 


Can a Disney Princess topple the queen of Toyland? 


ee reign of Barbie, 44 years young 
and still the world's favourite doll, is 
under threat. The pretender to the 
throne? None other than Disney, which 
has created a franchise designed for girls 
aged three to seven—Barbie’s core audi- 
ence—known as the “Disney Princess”. 
For the moment, the “princesses” are a 
cast of well-worn Disney characters 
from Snow White to Sleeping Beauty. 
Last month, Michael Eisner, Disney’s 
boss, spoke of the “untapped opportu- 
nity” to recast such characters as a series 
of toys, starting with 12-inch Barbie-sized 
plastic dolls and ranging—as Barbie 
does-into all the paraphernalia, such as 
pyjamas, wrapping paper, magazines 
and videos. 

Disney’s definition of a princess is 
elastic. A mermaid, Ariel, is included, 
and there was a weighty strategic debate 
over whether also to count Tinkerbell, a 
fairy. (In the end, she slipped in as a “sec- 
ondary” princess.) The point of casting 





Disney 


+ PRINCESS 





Recast as durable revenue streams 


for a stake in AOL Europe. As one fearful in- 
sider puts it: “If the cable rro doesn’t work, 
he [Mr Parsons] will have to look at selling 
not just our non-core assets but core ones 
like music, film or even HBO.” 

Even then, however, there are no easy 
solutions. The fact that Vivendi, despite its 
own debt pressures, has so far held on to its 
Universal Studios and Music points to the 
difficulty in securing attractive offers for 
such assets right now, and Mr Parsons in- 
sists that he will not get into "fire-sale 
mode". There have been talks with other 
music groups, such as EMI, a big indepen- 
dent record company, but it is in no posi- 


these characters as princesses, explains 
Cindy Rose, head of Walt Disney in Brit- 
ain, where the range has gone down 
well, is to ^captivate, inspire and trans- 
port young girls into a fantasy world". 

So far it seems to be working. From 
worldwide revenues of just $136m in 
2001, when the brand was launched, 
global sales shot up last year to $700m. 
Andy Mooney, head of Disney Con- 
sumer Products, says he expects sales to 
reach $1.3 billion in 2003. Over 4m Prin- 
cess dolls are now being sold yearly, and 
the brand has begun to move Disney's 
Consumer Products division away from 
its reliance on Mickey Mouse and Win- 
nie the Pooh. Between them, the two 
septuagenarians represented some 80% 
of the division's revenues in 2000. 

Disney Princess touches a key strate- 
gic issue for entertainment companies: 
how to create lasting, classic characters 
at a time when film-promoted toys result 
in mere fleeting spikes in sales. The re- 
cent rash of franchise films, from Sony’s 
“Spider-Man” to Warner Brothers’ 
“Scooby-Doo”, reveals both the potential 
for tie-in merchandising and also its of- 
ten transitory nature. With the Princess 
franchise, Disney hopes to create a more 
durable and smoother revenue stream. 

Naturally, though, Barbie's territory is 
fiercely competitive. Disney packages its 
princesses in pink—a colour that Mattel, 
Barbie's manufacturer, claims as its own. 
While both Disney and Mattel say they 
encourage young girls’ fantasy play, Dis- 
ney is mindful of the fashion-conscious 
Barbie's critics. Disney Princess, it 
stresses, is about tiaras and wands, not 
handbags and high heels. Says Disney’s 
Ms Rose: “It’s about girls wanting to be 
little girls, rather than encouraging them 
to grow up fast.” Barbie must be quaking 
in her stilettos. 


tion to pay cash. Mutterings by Viacom, a 
rival media giant, that itis eyeing assets not 
listed for sale-such as CNN or even the 
whole group—are dismissed by those close 
to Sumner Redstone, its boss, as “highly 
speculative" in the short run. 

Which leads, as all roads tend to, back 
to AOL. The source of the merger—an- 
nounced in 2000 and the biggest ever in 
the media industry—it is now the source of 
all problems. It is the only operating divi- 
sion whose profit contribution shrank in 
2002 (see chart on following page), and it 
has been hard to integrate its geekish in- 


ternet culture, far removed from the Time » 
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> Warner tradition. Despite repeated efforts 
to use premium Time Warner content to 
drive subscriptions, the link with the 
entertainment assets has proved of little 
value. As Peter Kreisky, a media consul- 
tant, puts it: “There is no convincing evi- 
dence that Time Warner needs AOL froma 
strategic point of view.” 

Ever since Mr Parsons took over nearly 
a year ago, he has promised to fix the bat- 
tered internet business. He installed new 
bosses and purged the place of old-timers 
close to Steve Case, AOL’s founder, whose 
resignation as chairman of the group takes 
effect next month. And he has backed a res- 
cue plan which, belatedly, pushes broad- 
band and tries to extract more money from 
AOL subscribers rather than just to boost 
subscriptions. Yet, even so, operating profit 
at AOL is expected to fall from nearly $1.4 
billion in 2002 to under $800m in 2003, ac- 
cording to Morgan Stanley. 

If the persistent underlying source of 
trouble at AOL Time Warner is AOL, what 
is the point in keeping it? Off-loading it 
would be cheered to the rooftops at the old 
Time Warner businesses, many of which 
have had a cracking time recently, includ- 
ing HBO ("The Sopranos", Warner 
Brothers (“Harry Potter" and New Line 
Cinema (“The Lord of the Rings"). Despite 
the efforts by Mr Parsons to mend relations 
poisoned by the aggressive AOL upstarts 
in early post-merger times, there is still “a 
lot of bitter feeling about what Case did", 
as one Time Warner executive puts it. 

Yet dumping AOL would not be simple. 
The market currently considers the divi- 
sion almost worthless. There are few credi- 
ble buyers, and there are inquiries pending 
by both the Securities and Exchange Com- 
mission and the Justice Department, as 
well as dozens of shareholder class-action 
lawsuits. Only this week, two institutional 
shareholders filed a suit against the com- 
pany, accusing Mr Case and other bosses 
of "tricks, contrivances and bogus trans- 
actions" to inflate the share price both be- 
fore and after the merger. For now, the 
group insists that it will hold on to AOL 
while it revives it. But, if other plans flop, 
this could become untenable. m 
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IT in Japan 


Watching the world scroll by 
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Oddly, Japanese firms have been slow to latch on to information technology 


NE of the handier features on Japa- 

nese mobile phones is a web link that 
takes the guesswork out of a night on the 
town. Just punch in where you are and 
where you live, and it will work out your 
train connections and tell you when to 
catch the last one home. Considering how 
easily these web-enabled telephones have 
spread, and the fondness that the Japanese 
have for technology in general, it is surpris- 
ing that information technology has left 
many Japanese businesses standing. 
While Japan’s young consumers have 
grown increasingly wired, most of its com- 
panies have missed the connection. 

To see just how far they have been left 
behind, start with a peek inside the execu- 
tive suite. Whereas mobile-toting young- 
sters will punch out e-mails while walking 
down the street, many senior Japanese 
managers do not handle their own e-mail. 
An assistant simply prints them out for the 
boss, who will eventually dictate a re- 
sponse. A tour of the business-class 
lounges at Narita airport, says Joichi Ito, an 
internet entrepreneur, reveals how senior 
managers feel about information technol- 
ogy: “In United’s lounge everyone has 
their laptop out; in the Japan Airlines 
lounge they are all drinking beer.” 

As you move down the chain of com- 
mand, it does not get much better. Con- 
sider the sequential approval process that 
Japanese firms use to build consensus. 
They often prefer to stick with a paper doc- 
ument, which gets passed around to every- 


one in the loop so that each can show his 
approval by affixing a hanko, the personal 
ink stamps that the Japanese use as signa- 
tures. The technology to attach a hanko 
electronically to computer documents ex- 
ists. Whether it is the technology or the 
prospect of faster decisions that deters 
them, however, many firms persistently 
prefer paper. 

What about the people who imple- 
ment those decisions after they have been 
made? In a country packed with electron- 
ics firms, Japanese workers of course have 
lots of computers on their desks. But many 
of these are still connected to old main- 
frames, run outdated software, and pro- 
vide only inconvenient-if any—access to 
the internet. Those who need to surf the 
web regularly might find better internet 
enabled pcs elsewhere in the office. 

In some hopeless companies, rebel 
bands of fed-up employees are now get- 
ting together to sneak rr into their work- 
places. One publicly traded firm, Cybozu 
Inc, does a thriving business selling 
"groupware" to them. For the equivalent 
of a few hundred dollars, they purchase 
Cybozu's suite of office software, punch 
through their company's computer-secu- 
rity firewall (not a difficult task in Japan), 
and bypass the officially approved'tT sys- 
tems to enjoy the illicit pleasures of com- 
puter-enhanced productivity. 

Obviously, in an economy as big and 
diverse as Japan's, not all companies are 
making such dreadful use of rr. The firms >» 
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> that export cars and electronics tend to be 
much more savvy, partly because they 
face more competition and partly because 
they must deal with companies all over 
the world. Those who receive an e-mail 
from Sony’s boss, Nobuyuki Idei, can be 
pretty sure that he sent it himself. 

Yet companies in a wide range of sec- 
tors, from banking to retailing to parts of 
manufacturing, have failed to exploit 1T 
fully. That is partly because, overall, Japa- 
nese firms invested far less than their 
counterparts in hardware and software 
during the 1990s. And although Japanese 
IT spending jumped in 2001, from 3.9% of 
GDP to 4.4%, a big gap remains. The Euro- 
pean Union spends 5.2% of GDP a year; 
America spends 5.3%. The point of invest- 
ing in IT, of course, is not merely to spend, 
but to do so in a way that cuts costs or 
boosts revenues. Yet not only have Japa- 
nese firms spent less money on 1T, they 
have also spent less prudently, by plough- 
ing a bigger share of their rr budgets into 
outdated systems. 

Masaharu Miyachi, an analyst at Mor- 
gan Stanley, says that Japanese companies 
continued to pour money into mainframe- 
based systems until well into the late 
1990s. Western firms had begun shifting 
much earlier towards simpler server- 
based systems and packaged software. As 
a result, Japanese firms are still saddled 
with "legacy" software that limits their op- 
tions, is hard to maintain, and will take 
time and money to replace. 

One reason why Japan has lagged is 
clear: with economic growth nearly flat in 
the 1990s, capital investment of all kinds, 
including rr, has made less sense than in, 
say, booming America. Economic hard- 
ship may partly be driving Japan's poor 
mix of spending as well, by prompting 
firms to channel what few investments 
they do make into short-term solutions. 

Still, Japan's neglect of rr can hardly be 
blamed solely on the economy. It also 
stems from far deeper problems in the way 
that its companies are run. One is that they 
are far too loyal to the vendors that supply 
them with software services. At times, this 
leads to spectacular failure. When three 
big Japanese banks merged last year to 
form Mizuho, each of their three existing 
software vendors contributed to their new 
IT Systems. Combined with in-fighting 
among the banks themselves, the result 
was chaos. On the official launch date, 
cash machines did not work and auto- 
mated debits (such as payments to utili- 
ties) went unpaid. It took months to sort 
out the mess. 

Performance varies, even within the 
same sector. In retailing, for example, con- 
venience stores such as Seven-Eleven, 
Family Mart and Lawsons boast far better 
systems than Japan's department stores, 
and have become much leaner as a result. 
Companies that want to get an edge on 


competitors are turning to e-commerce 
firms such as Alpha Purchase to help them 
whittle down suppliers and save money. 
One of Alpha Purchase's initial investors 
was an American private-equity firm, Rip- 
plewood, which has taken over a bank, a 
resort and other troubled businesses in Ja- 
pan. In the process it has seen just how 
easy itisto improve existing IT systems. 

If Japanese managers' loyalty to their 
suppliers has restrained productivity 
gains, so too has their loyalty to their own 
employees. Japanese firms have been es- 
pecially slow to outsource routine com- 
puter functions to specialists. Mr Miyachi 
points out that, although this is changing, 


Japanese corporate restructuring 
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the outsourcing that does occur tends to 
have a Japanese flavour. To spare their em- 
ployees from redundancy, Japanese com- 
panies that do outsource prefer to form a 
new 50-50 joint venture with the IT spe- 
cialis. r&M Japan has done several such 
deals with car firms, steelmakers, airlines, 
insurers and others. 

Although more and more Japanese 
firms are now asking software consultan- 
cies to help solve their problems, they are 
still hoping to reap the benefits of comput- 
ers without overhauling outdated prac- 
tices. When American and European firms 
have tried this approach, it has usually 
ended in disaster. m 


After you, please. No. After you. 


TOKYO 


Who will be the IRC's first patient? 


P ICKING the first case for Japan's In- 
dustrial Revitalisation Corporation 
(IRC) is a delicate task. The government 
body, which was launched on April 
16th, has the job of restructuring ailing 
companies after buying their non-per- 
forming loans from equally distressed 
banks. In theory, most of its framework 
is in place. It has money: the IRC can 
raise up to X10 trillion ($83 billion) using 
a government guarantee. And it has two 
years to choose companies it wants to 
save, and three years to turn each one 
round. Although staffing is still a pro- 
blem-the rc has fewer than 100 em- 
ployees so far and is desperately 
searching for more-its top staff do have 
experience in corporate restructuring. 
But the difficult part is yet to come. 
The choice of company to be first under 
the IRC's scalpel is important because it 
will set the tone for future cases. The IRC 
is reluctant to accept companies in over- 
crowded industries—such as construc- 
tion and retail, which represent the 
worst of corporate Japan. If it is forced to 
take them on (say, by political pressure), 
companies that are actually worth sav- 
ing will not want to go to it for fear of be- 





ing tarred with the same brush. 

Potential candidates already seem to 
be scrambling to avoid its clutches, 
largely because they are not sure what 
will happen to them once they are there. 
Take Seibu Department Stores, which 
has been touted as the most likely inau- 
gural case. With the help of creditor 
banks, the struggling department-store 
chain has hurriedly patched together a 
dubious restructuring plan that involves 
merging with Sogo, a chain that went 
bust in 2000; large debt waivers; and, 
say analysts, not nearly enough closures 
of its own stores. 

The iRC is more interested in strug- 
gling manufacturers with good core 
businesses. Eager to secure exit strategies 
for its investments, it has been asking 
foreign and domestic private-equity 
funds what sorts of companies they 
would be interested in. That may be 
why Fujitsu, the largest computer maker, 
has recently become the focus of media 
speculation as a potential candidate. 
Other names cropping up include NEC, 
another high-tech firm, and Kanebo, a 
cosmetics company. 

There is a good reason, however, why 
these companies are to end up 
in the first batch of cases. Despite their 
troubles, banks consider their loans suf- 
ficiently healthy for them to remain out- 
side the scope of the rRC. To get them 
reclassified will require the Financial 
Services Agency, the bank regulator, to 
conduct stricter inspections of banks' 
non-performing loans, currently an un- 
likely prospect. That means the ic will 
probably be stuck with the deadwood in 
construction and retailing. Or it will 
have to pick from a handful of much 
smaller and obscurer firms that have 
some potential to be revived. 
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| Theretiring Mr Koc 


Why a foreign quote would be better than dynastic succession for Turkey's big companies 





[TL control of a family business is never easy, particu- 
larly when the business has over 50,000 employees and a 
turnover of nearly $10 billion, putting it on a par with firms like 
Nike and Colgate-Palmolive and just slipping it into Fortune mag- 
azine's list of the 500 biggest companies outside America. At the 
beginning of this month, Rahmi Koc (pronounced "Kotch") 
handed over the chairmanship of Koc Holding, a sprawling con- 
glomerate, to the eldest of his three sons, Mustafa—on the left in 
the picture, with his father on the right. As he did so he said, 
"Knowing when to pull back at the right time is a virtue." It is a 
virtue demonstrated by too few parents, be they occidental or 
oriental, running family businesses or dynastic dictatorships. 

In Turkey, as elsewhere in the eastern Mediterranean and the 
Middle East, it is nothing short of revolutionary. Businessmen 
there, like politicians, generally cling to power all the way to the 
grave, invariably destroying their reputations—and often their 
businesses—in the process. Rahmi Koc, a keen sailor and remark- 
ably fit at 72, says he will devote his remaining years to a range of 
philanthropic projects, which include funding archaeological 
digs at the ancient city of Aphrodisias and providing free educa- 
tion for the poor. They will be aided by his $2 billion personal 
fortune, which makes him one of the world's wealthiest men. 

The big question is, will he really be able to keep away from 
the business? He has had plenty of time to prepare himself for 
retirement. Last year, Mustafa became his father's deputy, part of 
a three-year-long grooming process that culminated in this 
month's emotional handover of the chairmanship at the com- 
pany's headquarters overlooking the Bosporus. After earning a 
degree in management at George Washington University 19 
years ago, the younger Koc began his business career selling 
Koc's Tofas automobiles, produced under licence from Fiat. He 
later moved on to the group's export arm, RAM, and eventually 
rose to head its mining and energy division. 

Now that Mustafa is chairman, his father moves on to be 
"Chairman Emeritus". He remains on the main board, alongside 
Helmut Maucher, a former chief executive of Nestlé, and Ales- 
sandro Profumo, the boss of Italy's UniCredito, and he says he 
will follow the business closely—which should not be too diffi- 
cult since he has kept an office right next to his son's. His son, in 


turn, says he will continue to seek advice from his dad, a situa- 
tion fraught with potential difficulty. 

Mr Koc senior took over the reins of what was then (as now) 
Turkey's most respected business from his father (Vehbi Koc, the 
group's founder) 18 years ago. On the occasion of that handover, 
the older man said, "If this country grows, so will our group ad- 
vance and grow." Rahmi Koc repeated that this month when he 
in turn passed on the baton. 

In fact, Koc's fortunes are far less bound up with those of Tur- 
key, a country still reeling from a two-year recession, than they 
were 18 years ago. The group's ability to shrug off the recession 
has been largely a result of its diversification. “While other com- 
panies were laying off people, we were adding staff," says Mr 
Koc junior. Exports now account for a third of the group's turn- 
over, and the new chairman wants to continue its expansion 
abroad. One recent failure: last-minute talks to rescue Grundig, a 
German electronics firm that has long been losing money, col- 
lapsed earlier this month, leaving Grundig with no option but to 
file for bankruptcy at the beginning of this week. 


Political relations 

However, good relations with politicians remain crucial to do- 
ing business in this part of the world. Is Mustafa worried that un- 
der Turkey's new government, led by a former Islamist, Tayyip 
Erdogan, the country will drift away from the pro-secular legacy 
of his hero, Kemal Ataturk? “Not at all,” he insists: “the people 
who propelled Mr Erdogan to power were voting against the old 
guard of corrupt politicians. If he deviates from secularism, they 
will bring him down." If he deviates from secularism, the Koc 
family are likely to let him know. “We have excellent relations 
with the prime minister," says Mr Koc the younger, "and he lis- 
tens to what we have to say." 

As the group expands farther afield, foreign policy becomes 
at least as important as domestic policy. And the group is under- 
standably worried about Turkey's relations with both America 
and Europe. Mustafa believes that his country let America down 
when its parliament failed to approve a bill last month that 
would have enabled American combat troops to use Turkish soil 
to launch attacks against Iraqi forces. “Fortunately the war ended 
quickly with a minimum of casualties. Had they been high, Tur- 
key would have been blamed,” he says. Still, relations between 
Turkey and its most important ally have been dented by the af- 
fair, which is bound to be bad for the foreign investment that the 
country sorely needs. 

Foreign investors, however, are likely to remain leery of the 
tight control that families like Koc retain over most big busi- 
nesses in Turkey and other countries in the region. Not a single 
company quoted on the Istanbul stock exchange has a majority 
of its shares held and traded among the general public. The repu- 
tation of Turkey's family businesses has been tainted recently by 
the way in which the Uzan family (a father and two sons) is al- 
leged to have milked Motorola and Nokia, fellow investors in 
Telsim, a mobile-phone company that the Uzans control, of hun- 
dreds of millions of dollars. Nobody is suggesting that the Koc 
group would behave like that. But the group's reputation would 
benefit if it were to seek a quotation abroad and follow the rules 
of those countries whose investment it is hoping to attract. That 
should be part of Mustafa's agenda for the future. But it would 
risk inviting a break-up of what is, at heart, just an old-fashioned 
conglomerate. And what would dad think of that? m 
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Arguments between insurers and reinsurers over the payment of claims are 


becoming increasingly acrimonious 


Ae marriage needs a bit of give 
and take. So it was, once, between in- 
surance companies and the reinsurers to 
which they lay off risk. In good times, 
insurers bought cover for profitable risk, 
which strictly speaking they did not need. 
In bad times, reinsurers reciprocated by 
paying even questionable claims. None of 
this was explicit; nor, after so many years 
together, did it need to be. The two parties 
had prenuptial agreements, called reinsur- 
ance treaties, but these were deliberately 
vague. Sometimes they did not even spec- 
ify the dates on which insurers' premiums 
were due. Of course, there were occasional 
rows, but these were settled in private. 

The increasing fragility of reinsurers 
has jarred this harmony. Reinsurers have 
been slow to pay insurers' claims, or have 
declined to honour claims they consider 
notto be covered by treaties, to the point of 
going to court. They are also choosier 
about the risks they take on. Most shy 
away from terrorist risk. Many do not want 
to write cover for medical-malpractice in- 
surance any more, or, after the recent wave 
of corporate scandals, for directors' and of- 
ficers’ insurance. Insurers feel betrayed, 
and say so. At a recent conference Martin 
South, of Zurich London, complained of 
“absolutely disgraceful treatment” by 
some reinsurers. “The old-boy way of do- 
ing business does not work any more,” 
says Chris Winans of Williams Capital in 
New York. 


Because eight of the ten biggest reinsur- 
ers are European, the bust-up has taken on 
transatlantic dimensions. Lord Levene, 
chairman of Lloyd’s of London, has been 
begging American insurance regulators to 
stop treating Lloyd’s as an “alien rein- 
surer". Alien reinsurers are required to 
hold collateral equivalent to 100% of gross 
liabilities, whereas domestic reinsurers 
have to fund their liabilities only on a net 
basis. Lord Levene's pleading has been in 
vain, even though Lloyd's-a market sup- 
plying both insurance and reinsurance-is 
in far better shape than most reinsurers 
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are. According to John Oxendine, Geor- 
gia's insurance commissioner, the reason 
is “deep concern" about the health of Euro- 
pean reinsurers. 

Despite a "hard" market (ie, rising 
prices), reinsurers are struggling. Charles 
Cantlay of Aon, an insurance broker, esti- 
mates that reinsurers have lost $200 bil- 
lion in capital since the terrorist attacks of 
September 11th 2001. Only about $30 bil- 
lion in new capital has come in, much of it 
through new companies established in 
Bermuda. Reinsurers will have to cover 
about half of the insurance claims related 
to September 11th. The cost of this is any- 
one's guess: maybe $25 billion, maybe 
twice that. The value of their equity invest- 
ments has shrivelled. And most of them 
have to deal with a legacy of sloppy under- 
writing when the market was soft. 


Judged, and found wanting 

As a result, many top reinsurers have lost 
their AAA credit ratings in the past few 
years. One exception is General Re, à sub- 
sidiary of Warren Buffett's Berkshire Hath- 
away. Rating agencies' judgments matter 
more to reinsurers than they do to other fi- 
nancial firms, including insurers. Because 
the reinsurance industry is largely unregu- 
lated, rating agencies are regarded as the 
most important arbiters of reinsurers' fi- 
nancial health. 

This has perhaps been most painful for 
the two market leaders, long regarded as 
the epitome of financial strength. Last 
month Munich Re, the world's largest rein- 
surer, admitted a loss of €2.2 billion ($2.2 
billion) in the last quarter of 2002. It made 
a profit in the year, of €1.1 billion, mainly 
because it sold stakes in other companies. 
Its results triggered another downgrade by 
Standard & Poor's (s&p), a credit-rating 
agency (see chart). To raise badly needed 
capital, it issued a €3 billion subordinated » 
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* bond on April oth. Swiss Re, the world 
number two, lost SFrg1m ($58m) last year 
and cut its dividend. Although Swiss Re is 
not seeking new capital, rating agencies 
have a "negative outlook" on the firm. 

Scor, a French reinsurer, and General Re 
also made losses in 2002. Despite an- 
nouncing a profit, reinstating its dividend 
and promising to do all it could to defend 
its credit rating on April 14th, Germany's 
Hannover Re, the world's fifth-biggest rein- 
surer, suffered a downgrade by s&p the fol- 
lowing day. 

However, the most troubled big rein- 
surer is another German company, Ger- 
ling Re. On being marked down by s&p in 
early February to below investment grade, 
it ceased to be rated by the agency. Gerling 
Re stopped writing new property-and-ca- 
sualty business last autumn, but it must 
still honour its existing obligations. DEVK, 
a German insurer, has large outstanding 
claims against it. When Mr Buffett wrote to 
his shareholders recently that a large (un- 
named) reinsurer had all but ceased pay- 
ing claims and “owes many billions of dol- 
lars to hundreds of primary insurers who 
now face massive write-offs", he meant 
Gerling Re. One of the insurers out of 
pocket, notes William Yankus of Fox-Pitt, 
Kelton, an investment bank, is GEICO, à 
subsidiary of Berkshire Hathaway. It is 
owed an estimated $47m. 


See you in court 

Mr Buffett and DEvK are unlikely to see all 
their claims paid. Last month Gerling, Ger- 
ling Re's parent, won permission from a 
German court to sell Gerling Re to a private 
investor, Achim Kann, despite objections 
from the country's financial-services regu- 
lator. Mr Kann seems to have nothing like 
the amount of money Gerling Re needs to 
meet outstanding claims, so its creditors 
will probably have to write the money off 
or try their luck in court. 

The vagueness of reinsurance treaties 
may force other cases into court. Lloyd's 
has started arbitration proceedings against 
Swiss Re and five other reinsurers over a 
policy designed to protect its central fund, 
which meets policyholders' claims when 
any of the market's 71 underwriting syndi- 
cates is unable to do so. Lloyd's says that 
the reinsurers owe it up to £290m ($456m). 
Swiss Re says that the claims are not cov- 
ered. The reinsurers, moreover, want back 
the £134m they have already paid. 

If Lloyd's loses, at least it could take the 
hit. The central fund is fairly well endowed 
and Lloyd's, in contrast to most of the in- 
dustry, has had a good run lately. What- 
ever the outcome, this is unlikely to be the 
last such lawsuit in the industry this year. 
As reinsurers cannot take on much new 
business and irritate their clients by refus- 
ing to pay old claims, more insurers will 
seek retribution. As in so many divorces, 
lawyers will be the only winners. m 


The IMF and the World Bank 


What about us? 
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The focus on Iraq is diverting attention from other poor countries 


INANCE ministers from the world’s 

richest economies were able to 
breathe a sigh of relief after the spring 
meetings of the World Bank and its sister 
body, the International Monetary Fund 
(IMF), last weekend in Washington, pc. 
Having spent most of their time talking 
about the rebuilding of Iraq (and what 
to do about its debts), they produced an 
artfully worded statement that at least 
papered over their disagreements. Repre- 
sentatives of poor countries were proba- 
bly less impressed: not much attention 
was paid to their needs. 

The spring meetings of the Bank and 
the IMF are supposed to give a shove to 
those items on the developing world’s 
agenda that have got bogged down. This 
is always a tall order, but never more 
than this year. Even before the meeting, 
the World Bank’s president, James 
Wolfensohn, had admitted that at times 
of international crisis the issue of pov- 
erty tends to get pushed aside. 

This is a pity, because in some areas 
the need for progress is urgent. Top of 
the list is trade: the Doha round of talks 
is stalled because of intransigence, 
mainly European, over the issues of 
farm subsidies and the blocking, by 


Accounting in America 


Sorting out the 
wreckage 


NEW YORK 
America’s accountants learn the 
identity of their new overseer 


IT by bit, America’s financial markets 

are being patched together again. On 
April 15th William Donaldson, chairman 
of the Securities and Exchange Commis- 
sion (SEC), nominated William McDo- 
nough, the retiring head of the Federal Re- 
serve Bank of New York, as the first head of 
the new Public Company Accounting 
Oversight Board. Moments later, it was re- 
ported that the troubled NASDAQ stock- 
market would appoint another banker, 
Furlong Baldwin, as its chairman and an 
executive of a financial-technology firm, 
Robert Greifeld, as chief executive. 

These appointments should bring sta- 
bility to areas blighted by chaos. In Mr 
Baldwin the NASDAQ, a metaphor first for 
fast-growing technology companies and 
then for corporate collapse, has chosen a 
man whose career at Mercantile Banc- 


America, of plans to make access to 
cheap medicines easier for poor coun- 
tries. The various communiqués paid lip 
service to the need for a breakthrough: 
but there is little sign of action from 
those responsible for the impasse. 

Debt relief was another disappoint- 
ment for developing countries. The rich 
countries’ commitment to helping 
heavily indebted poor countries was 
blandly restated without any acknow- 
ledgment of the problems raised by 
some critics—and, more important, with 
only coded criticism of those creditor 
countries that have yet to give the help 
they promised. And the talk of giving 
poor countries more of a say in the Bank 
and the IMF remains, for now, just talk. 

None of this will surprise those de- 
veloping countries that have grown used 
to seeing the gap between rich-country 
rhetoric and practice. A commitment to 
free trade is always much easier to reaf- 
firm than to implement; and pledges 
seem easier to sign than cheques. But 
this failure to deliver sits oddly with the 
belief, which hardened after September 
2001, that helping all countries to partici- 
pate in the global economy was the best 
way to prevent “failed” states. 
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McDonough packs his abacus 


shares, a Maryland bank, was nothing if 
not conservative. With Mr McDonough, 
regulators hope to fill a job that has so far 
been stillborn. The attempt by Mr Donald- 
son's predecessor, Harvey Pitt, to appoint 
William Webster, a former head of both 
the FBI and the CIA, to the position precipi- 


tated both Mr Pitt's resignation and the » 


» shredding of Mr Webster’s reputation. 
Mr McDonough’s nomination was 
greeted by a deluge of approbation. As 
head of the New York Fed since 1993, heis a 
top financial regulator. On his watch, the 
New York Fed has become the guardian 
not only of commercial banks but also, un- 
officially, of the big Wall Street investment 
banks. His clout became clear in 1998 
when he organised the bail-out of Long- 
Term Capital Management, a stricken 
hedge fund, sparing the financial system a 
much worse debacle-if at some cost in 
moral hazard. Since then, heads of invest- 
ment banks have consulted informally 
with Mr McDonough. After September 
11th 2001, co-operation between the New 
York Fed and leading clearing and invest- 
ment banks helped to keep the financial 
system functioning. 

Early thís year Mr McDonough said he 
would step down in July, but he was vague 
about his plans. He has been mooted as a 
successor of Alan Greenspan as chairman 
of the Federal Reserve. Running the ac- 
counting oversight board would still not 
rule this out: although 68, he shows no 
sign of retiring. As for his own successor in 
New York, the names of Peter Fisher, dep- 
uty treasury secretary, and Glenn Hub- 
bard, an economics professor who re- 
-cently stepped down as chairman of 
President Bush's Council of Economic Ad- 
visors, have been mentioned. 

When Mr McDonough changes jobs 
his salary will rise from $313,000 annu- 
ally, already almost double Mr Green- 
span's, to $556,000, more than President 
Bush's. No one doubts, after all the scan- 
dals, that Mr McDonough will have an im- 
portant job. On such a salary, he had better 
doit well. = 





Japanese accounting 


Spring fever 


TOKYO 
Anew device to embellish the books of 
Japanese companies 


N THE spring, a Japanese politician's 

fancy usually turns to propping up the 
stockmarket. In years gone by, Japan's poli- 
cymakers have suddenly tightened rules 
on short-selling and dreamed up a public 
stock-buying entity to shore up prices in 
time for March 31st, the end of most com- 
panies’ financial year. This has boosted the 
book value of corporate cross-sharehold- 
ings—a boon, in particular, for the coun- 
try's banks and life insurers. Not since 
1982, however, has the Nikkei 225 stock- 
market index ended March as low as it did 
this year. Many companies have large, un- 
realised losses in their equity portfolios. 





The ingenuity of the old guard in the 
Liberal Democratic Party (LDP), which 
leads Japan's governing coalition, is not yet 
exhausted. If stockmarkets refuse to rise, 
these politicians will do the next best 
thing: revise accounting regulations so that 
sagging share prices need not be reflected 
in companies’ year-end accounts. Led by 
Hideyuki Aizawa, head of the LpP's pow- 
erful committee on anti-deflation policies, 
and Taro Aso, the party’s policy chief, they 
are putting the finishing touches to a bill 
that temporarily suspends mark-to-mar- 
ket accounting for banks, life insurers and 
10,000-odd listed companies. 

The bill will enable companies to 
choose whether they want to value their 
“long-term” equity holdings at acquisition 
cost, or at market prices. The idea draws on 
a similar exemption for bonds that life 
insurers plan to hold to maturity, even 
though, unlike bonds, equities do not ma- 
ture. It is not clear how long the freeze will 
last; estimates range from two to five years. 

The Lpr, concerned that falling prop- 
erty prices will dent corporate accounts, 
also wants to delay by two years the intro- 
duction of impairment accounting for 
fixed assets, currently scheduled for 2005. 
The politicians want marketvalue ac- 
counting to be suspended by May, before 
companies have to report their earnings 
for the previous financial year. At their urg- 
ing, the Accounting Standards Board of Ja- 
pan, an independent body that suppos- 
edly sets accounting standards, has agreed 
to study these proposals on April 17th. Still, 
the accounting body is unlikely to adopt 
the plan in time for May, if at all. 

That may not matter: the politicians’ ef- 
forts are gathering steam, and they are 
ready to push through a privately spon- 
sored bill within the next month or so, 
even without the accounting board’s sup- 
port. Still, the bill will probably only help a 
few companies. Those that revert to valu- 
ing shares at purchase prices will immedi- 
ately look weak. Besides, say analysts, it 
will be fairly easy to calculate roughly how 
their books would have looked had they 
stuck to market-value accounting. A recent 
survey of 225 listed companies by the Ni- 








hon Keizai Shimbun, a newspaper, found. 
that 83% would still mark to market. — — 

So why are the politicians so keen? 
Most likely, they want to help the strug 
gling, mainly mutually owned, life-insur 
ance industry, which is thought to have: 
had unrealised equity losses of Y2 trillion 
($16.6 billion) at the end of March (see 
chart. Regulations say that if a life in- 
surer's capital, dented by such losses, falls 
below a certain level, the firm may not 
make interest payments on certain types 
of subordinated debt: in effect, it must de- 
fault. The negative publicity could then 
lead to policy cancellations and even the 
collapse of some insurers. Freezing mat- 
ket-value accounting would wipe unreal- 
ised losses from the books. 

The tpp’s device may yet fail. It is op- 
posed bitterly by some within the party 
and by regulators. Hirofumi Gomi, head of 
the supervisory division of the Financial 
Services Agency, Japan's financial regula- 
tor, says that changes in accounting prac- 
tice should be left to professionals. “Per- 
sonally, | am against the proposal," he 
says. "This will lead to a loss of confidence 
in Japan's financial markets." si 





The Chicago Mercantile Exchange 
Making 
uncertainty pay 


CHICAGO 
Chicago's biggest derivatives exchange 
is thriving on volatility 

AR, terrorist threats, volatile stock- 

markets and a wobbly economy: ter- 
rible, isn’t it? Not for derivatives ex- 
changes, which have been booming as 
investors seek to manage their risk in un- 
certain times. The volume of trading in 
global futures and options surged by 37% 
last year, after rising by 47% in 2001. Trad- 
ers are raking in money, whichever way 
markets go. E 

These should be golden days in Chi - 

cago, the cradle of futures trading and » 
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+ home to three of the world's largest deriv- 
atives exchanges. So they are for one of the 
trio, the Chicago Mercantile Exchange 
(CME), the biggest futures exchange in the 
world after Eurex, a German-Swiss ven- 
ture (see chart on previous page). The sec- 
ond, the Chicago Board of Trade (CBOT), is 
facing a fierce challenge from Eurex, while 
the third, the Chicago Board Options Ex- 
change (CBOE) has problems too. 

Just how well the cme did last year 
should become clear at its annual meeting 
on April 22nd. But its initial public offering 
in December-the first by an American ex- 
change—was one of the few successful flo- 
tations of 2002: first priced at $35, its shares 
closed at $47.50 on April 15th. Trading vol- 
ume in March was the highest ever, 4196 
more than a year before. 

Terry Duffy, who marks his first anni- 
versary as the CME's chairman this 
month, dismisses suggestions that deriva- 
tives will lose their lustre when war ends. 
"Companies' margins are thin, and risk- 
management is a huge part of running a 
big business these days," he says. How- 
ever, rather than simply relying on high 
volatility, the CME is also trying to attract 
new participants. It has created several 
“bite-sized” products, known as E-mini fu- 
tures. These contracts are small, relatively 
cheap products that appeal not only to pro- 
fessional portfolio managers but also to 
traders and private clients. The s&P 500 E- 
mini, whose trading volume tripled in 
2002, is now the world's fourth most- 
traded futures contract. 

The success of the E-minis, which are 
traded only electronically, is a reminder of 
the importance of technology. America's 
exchanges lag behind Europe's, where al- 
most all trading is electronic. At the CME 
the share of screen trading is rising—44% 





Still shouting at the CME 





Winners from war 
Building on sand 


NEW YORK 


The Economist April 19th 2003 


Atleast a few companies are experiencing a bull market 


HO, one might ask, has gained 

from the war in Iraq? Not defence 
contractors, the most likely beneficiaries, 
whose shares have wallowed for 
months. Instead, in the lead up to the 
war and, but for a brief pause, ever 
since, the chief stockmarket winners 
have been companies with expertise in 
reconstruction. 

The Leuthold Group, a Minneapolis- 


f Firm foundations 
Leuthold Rebuilders Index, relative to the S&P 500 
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by volume in the first quarter, up from a 
tiny fraction in 1999—but the exchange 
also retains the open-outcry system still fa- 
voured by many members. Brokers grum- 
ble about the costs of running dual plat- 
forms, but Mr Duffy, a former pit trader 
who now prefers the screen, will offer both 
as long as customers want them. 

Eurex, which is all-electronic, plans to 
launch its own derivatives exchange in 
America next year, now that the CBOT has 
ended a technology-sharing deal in favour 
of an agreement with Euronext.liffe, an- 
other European exchange. Eurex may now 
compete in the lucrative Treasury futures 
market, which cBoT dominates. "Eurex 
has taught us two things", says Galen 
Burghardt of Carr Futures, a broking firm: 
"the importance of electronic platforms, 
and the importance of keeping trading 
costs low." Mr Duffy is watching closely. 
About half of the CME's budget and 40% 
of its staff are now dedicated to technol- 
ogy. But brokers say the CMeE’s Globex 
platform has its flaws, and complain that 
exchange fees have not been reduced with 
electronic trading. 

Consolidation is another hot topic in 
the industry. Thanks to its 1po, the CME 
has the money to buy. Mr Duffy raises the 
prospect, butis tight-lipped about possible 
targets. The exchange has already forged 
alliances with a string of foreign partners. 


based investment research boutique, has 
compiled an index of 13 companies 
adept at rebuilding that ranges from the 
obvious (oil-services firms such as Halli- 
burton, the former firm of vice-president 
Dick Cheney, as well as Schlumberger 
and Baker-Hughes) to the not-so-obvi- 
ous (Chicago Bridge & Iron, a maker of 
vast metal frames, and Core Labora- 
tories, which manages reservoirs). 

To complete the list, Leuthold would 
like to find public companies with ex- 
pertise in hazardous-waste disposal, 
Arab banking and insurance, and trans- 
portation—suppliers, in other words, of 
the sort of things that will help to get the 
Iraqi economy back on its feet. 

Leuthold says that its index is a way 
of mapping how events unfold, not an 
investment recommendation. That may 
come, however, depending on the se- 
lected group's valuation and earnings 
growth, and on what insiders at these 
companies are doing with their own 
shares. Perhaps they constitute that 
much talked-about, but elusive group: 
the smart money. 


In particular, it is betting on growth in 
Asia. Deals have been signed with ex- 
changes in Shanghai and Singapore and, 
most recently, with the Korea Stock Ex- 
change, which thanks to huge numbers of 
small equity-options leads the world in 
derivatives volume. However, only the 
Singapore agreement has yielded much 
revenue for the CME so far. 

Chicago's other two exchanges look 
less happy. Since falling out with Eurex, 
the CBOT has offered to buy the indepen- 
dent house that takes most of its clearing 
business, despite strained relations be- 
tween clearer and exchange. Insiders say 
its offer fell far short. Now the cBoT is said 
to be threatening to set up its own clearer, 
possibly in the hope of forcing a deal. 

Things also look bleak at the CBOE, 
Chicago's smallest derivatives exchange, 
which is being walloped by the Interna- 
tional Securities Exchange (Ise), an all- 
electronic innovative upstart in options 
trading. Despite the boom in derivatives 
trading, the CBOE's volume fell last year. 
The isE's market share in equity options 
climbed to 27% in March, up from 18% a 
year before. Its contract volume rose by 
70% over the same period. The CBOE, al- 
though part-electronic, has not moved 
quickly enough. One observer calls it a 
"charter member of the flat-earth society" 
for its failure to adapt to the times. m 
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Why some environmental agreements work and others don't 





[ 7 HY did the Montreal Protocol succeed and the Kyoto Proto- 
col fail? Both were environmental treaties negotiated over 
perceived threats to the atmosphere. In Montreal, the threat 
came mainly from the harm that chlorofluorocarbons (cFcs) do 
to the ozone layer; in Kyoto, from gases such as carbon dioxide 
that many scientists say are changing the climate. 

Both treaties thus tried to tackle problems that potentially af- 
fect every country, and are caused by activities that occur in ev- 
ery country. Both were negotiated against a background of 
scientific uncertainty. The science of ozone depletion was uncer- 
tain when the Montreal Protocol was negotiated in 1987; the un- 
certainties surrounding the science of climate change are huge. 

However, the Montreal Protocol seems to have been a suc 
cess. Only a handful of countries have not signed (they include 
Afghanistan and Iraq, which have had other preoccupations). 
The build-up of ozone-depleting chemicals in the atmosphere 
peaked in 1994 and is now falling. The ozone layer is now on 
track to recover, and the concentration of ozone in the strato- 
sphere should be back to its pre-1980 level by mid-century. 

The Kyoto treaty, though consciously modelled on Montreal, 
has been a shambles. It has been ratified by almost 100 coun- 
tries- but mainly those for which the treaty specifies no ceiling 
on emissions of carbon dioxide. By contrast, the world's biggest 
emitter of the gas, the United States, has refused to sign—not sur- 
prisingly, given that doing so would now require a reduction in 
emissions of 30-35% from its business-as-usual level by 2008-12. 
No government could have made such a promise. The world 
output of carbon dioxide shows every sign of busting the Kyoto 
targets and continuing to do so for some time to come. 


What's in it for us? 

A new book* by Scott Barrett, professor of environmental eco- 
nomics at Johns Hopkins University, argues that the different 
fortunes of these two treaties shed light on why some interna- 
tional agreements work and others fail. Such treaties, he argues, 
work only if they are self-enforcing. Every country wants to 
avoid paying to protect the environment. But each also recog- 
nises that, if every country took this approach, the overall result 
would be worse. So each country—in a successful treaty—prefers 













to bridle its behaviour than to accept the consequences if every 
one goes it alone. There are many more environmental treaties 


than ever before: only four of the 225 currently in force were | | 


adopted by 1945. So itis important to make them work. | 

Because a treaty is made between sovereign nations, it needs 
to include incentives to persuade countries to alter their behav- - 
iour. These take various forms. Mr Barrett points to one of the 
oldest environmental agreements, the North Pacific Fur Seal | 
Treaty, as an example of how to get it right. The treaty, among the . 
four main seal-hunting countries, was introduced in 1911 and re 
versed a rapid decline in the population of fur seals caused by | 
over-hunting. It did so by banning hunting at sea, where they 
were common property and therefore over-exploited: seals - 
could then be killed only on the territory of individual govern- | 
ments, which acquired an interest in protecting them. That 
created an overall gain (more seals), which could be distributed 
to leave all countries better off, and therefore with an incentive 
to stick to their agreement. 

Such successes are hard to replicate. If the gains from co-oper- 
ation are great, there is a big incentive to be a free rider: to take the 
gains without paying the cost. But in that situation, with large 
gains, punishing free riders is harder, because the co-operating 
countries usually suffer too. " 

With the Montreal Protocol, as with the fur-seal treaty, par- 
ticipants have largely complied. Why? Partly, because it con- 
tained an enforcement mechanism, unlike most environmental 
treaties. The penalties included trade sanctions against products 
containing or (more controversially) made by using CFCs. More 
important, the costs of implementing the protocol were rela- 
tively low and the benefits from complying—such as the avoid- 
ance of skin cancers and cataracts—were huge. To secure these 
benefits, rich countries needed the co-operation of many poorer 
countries. So the treaty included a fund to help to pay for the cost 
of switching to crc-free technologies. Such side-payments help 
to spread the benefits and reduce the costs. 

And Kyoto? Here, argues Mr Barrett, the balance between 
costs and benefits is much less promising. Some countries may 
gain from climate change: agriculture in Canada and Russia (two 
big producers of fossil fuels) may benefit, even if farming in trop- 
ical countries suffers. For the United States, the benefits of reduc- 
ing carbon-dioxide emissions would be much smaller than the - 
harm done by doubling the concentration of the gas in the atmo- 
sphere. The harsh truth, says Mr Barrett, "is that ozone depletion 
may be the more serious environmental problem...Ozone de- 
pletion kills people. Current studies do not show climate change 
to be as deadly." And the costs of climate mitigation are far 
higher than those of giving up CFCS. "The economics of ozone 
and climate policy are really very different." 

The alternative, he suggests, might be a technology-based ap- 
proach, mandating standards that move the world away from 
dependence on carbon-based fuels. Such a policy would start 
from asking what kind of behaviour could be enforced, rather 
than, like Kyoto, incorporating enforcement as an afterthought. 
Mr Barrett may be right. But more probably, there can be no 
workable treaty on climate change, at least with the present state © 
of knowledge. Unless gains are clearly seen to exceed costs, the 
world will choose to adapt, not agree. @ 
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* “Environment and Statecraft: The Strategy of Environmental Treaty-Making". Oxford 
University Press, 2003 
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Whats more surprising: the fact that we now live in a world where almost a quarter of the 





population live in absolute poverty? Or the fact that for the first time ever. we possess the wealth, 


IT 


technology and knowledge to create a poverty free world in less than a generation? 


Ronaldo and Zidane are supporting educational activities in Kosovo and Albania as part of the 
| | 
UNDP "Teams to End Poverty" campaign, in order to help halve poverty by 2015 — one of the 


Millennium Development Goals" set by the world's leaders at the UN improving access to education 
IS one way we can end poverty. Educational programmes and vocational training will make it easier to 
create and find jobs, improve health care, farming and trade, as well as developing opportunities foi 
men, women and children 

Were closer to ending world poverty than you might think. Find out how you, 
/our company or organization can make a difference by contacting UNDP, the UN's global development 


network, or by logging onto www.TeamsToEndPoverty.org 
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/eryone will be richer without poverty 
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Methane and climate change 


Swamp thing or monster of the deep? 


NICE 


A discussion about the end of the last ice age has repercussions for today's climate 


ESEARCHERS have known for a long 
time that a mixture of water and a gas 

such as methane can, in the right circum- 
stances, form an ice-like substance called a 
clathrate, or gas hydrate, at temperatures 
above normal freezing point. Ice has an 
open molecular structure (this is why wa- 
ter, unlike most liquids, expands when it 
freezes, and thus bursts pipes in the win- 
ter). Add a bit of pressure and that open- 
ness will accommodate gas molecules. 
These, in turn, lend support to ice crystals 
that would otherwise melt. Pressure is one 
of the things that the bottom of the sea is 
famous for. So, if you add a source of 
methane, conditions there are often ideal 
for the formation of clathrates. 

But clathrates are hard to study. Once 
dredged up, they quickly melt, and the gas 
is released. This is awkward, for they may 
hold the key to the climatic shifts that took 
place at the end of the last ice age. And this 
may, in turn, illuminate the way that the 
climate works today. 

The discussion on clathrates and the 
end of the ice age was one of the topics at a 
joint meeting of the American Geological 
Union, the European Geological Society 
and the European Union of Geosciences 
which has just been held in Nice. It re- 
volves around the cause of a large release 


of methane into the atmosphere at the end 
of the last ice age. This is known to have 
happened because it has left traces in air- 
bubbles trapped in ancient ice. Methane is 
a greenhouse gas—and a far more power- 
ful one than carbon dioxide. It is reason- 
able to think that a big methane release 
and the end of an ice age might be more 
than coincidental. Where this methane 
came from matters because, at the mo- 
ment, something between 2 trillion and 8 
trillion tonnes of methane is thought to be 
locked up in under-sea clathrates. If it sud- 
denly “burped” up, the Earth could be in 
for a torrid time. 


Oceanic gas pains 

There are two schools of thought about 
the origins of the methane released at the 
end of the ice age. One, championed by 
James Kennett, a paleo-oceanographer 
from the University of California, Santa 
Barbara, is that it was indeed released from 
clathrates. The argument goes like this. 
Suppose the oceans warm up a bit, as they 
regularly do as part of natural climate cy- 
cles. A significant amount of methane hy- 
drate could suddenly find itself outside its 
stability zone and thus separate into water 
molecules and methane gas. The gas 
would soon find its way into the atmo- 
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sphere, where it would add to the green- 
house effect and cause the temperature to 
rise. That, in turn, would cause further 
methane release. In other words, there 
would be positive feedback that could end 
up dumping a lot of methane into the at- 
mosphere. On this view of things, the 
methane at the bottom of the ocean is 
something to worry about. 

It is a neat idea. However, there is an 
equally persuasive argument that runs 
counter to it. This is that a warming atmo- 
sphere will melt ice at the poles. That will 
raise the sea level, increasing the pressure 
at the bottom and thus stabilising clath- 
rates there—in other words, there will be 
negative feedback. But if that is true, then 
the methane spike at the end of the ice age 
must have been caused by something else. 

Mark Maslin of the Environmental 
Change Research Centre at University Col- 
lege, London, believes that the spike was 
caused mainly by emissions from tropical 
wetlands and peat bogs that formed as the 
ice retreated. Since an increase in peat cov- 
erage is not on the list of environmental 
changes going on at the moment, another 
spike is unlikely to come from that quarter. 
Dr Maslin, moreover, thinks he can prove 
he is right—or, at least, that he can show 
that the methane spike was not caused 
principally by the oceans burping. This is 
because methane from clathrates and 
methane from peat are slightly different. 

A molecule of methane consists of four 
hydrogen atoms and one carbon atom. 
Carbon comes in several isotopic varieties, 
with different weights. Most of it is an iso- 
tope known as carbon-12 (^C), but there is 
always a smattering of a heavier isotope, 
5C, mixed in. Because "C is heavier, organ- >? 


> isms tend to absorb it less readily than they 
do “C. This means that carbon which 
comes from a plant, or a swamp-dwelling 
bacterium that is digesting that plant, will 
have less “C in it than did the carbon in the 
atmosphere from which the plant drew its 
sustenance. 

However, methane from undersea hy- 
drates has an even bigger "C deficit than 
that from surface bacteria. This is because 
it has been generated by bugs called ar- 
chaeobacteria. Since this “deep biosphere” 
is such an inhospitable environment, 
these archaeobacteria need to be even 
more discriminating in their choice of car- 
bon isotopes than organisms at the sur- 
face. So looking at the amount of “C in 
bubbles formed at the end of the ice age 
should help to resolve the issue of where 
the methane came from. 


The woods and the trees 

Unfortunately, things are not quite that 
straightforward. For the end of the ice age 
also saw a vast expansion in the amount 
of vegetation. Dr Maslin's computer mod- 
els of the expansion of life on earth as the 
glaciers receded suggest that about a tril- 
lion tonnes of extra carbon was sucked out 
of the atmosphere to help to manufacture 
all those extra leaves, stalks and trunks. Be- 
cause of plants’ distaste for °C, this would 
slightly increase the concentration of that 
variety of carbon left in the atmosphere. 

The same air bubbles which show all 
that extra methane at the end of the lastice 
age do indeed show an increase in the "C 
concentration. But it is too small by half. 
On the basis of that increase alone, an esti- 
mate of only 500 billion tonnes of extra 
carbon going into plants would be much 
closer to the mark. 

Dr Maslin now thinks his mistake was 
not to include methane escaping from hy- 
drates. A significant release of hydrate 
methane, low in "C, would counteract the 
increase in °C concentration caused by the 
greening of the world. In Dr Maslin's car- 
bon budget, such a release “hid” a lot of the 
world’s new forests from view. 

One up, it would appear, to Dr Kennett. 
However, when the calculation is done in 
detail, the amount of hydrate-derived 
methane needed to balance the isotopic 
equations is only 100 billion tonnes. That 
is far less than the actual increase of meth- 
ane in the atmosphere in the period in 
question. The rest, Dr Maslin concludes, 
cannot have come from hydrates. Instead, 
it must have been produced by swamps, 
marshes and bogs. 

Perhaps, therefore, the negative feed- 
back model is dominant. But the debate is 
not over yet. Dr Kennett, perfectly reason- 
ably, asks where the geological evidence is 
for all those extra swamps. On the basis of 
Dr Maslin’s analysis, though, there is rea- 
son to hope that the oceans will not burp 
too loudly in the near future. m 





SARS 


Getting a grippe 


A virus yields up its genes 


INCE its debut in China in November, 

severe Acute Respiratory Syndrome 
(SARS) has afflicted more than 3,200 peo- 
ple in 23 countries, killing more than 150 so 
far. But while the casualties continue to 
mount, so does scientific understanding of 
this nasty infectious disease. 

Although a number of culprits have 
been fingered as the cause of SARS, re- 
Searchers are homing in on two particular 
types of virus, coronaviruses and meta- 
pneumoviruses. Experiments carried out 
at Erasmus University in the Netherlands 
have shown that a coronavirus taken from 
SARS patients produces sars-like symp- 
toms in monkeys. That indicates that it 
probably does soin people. Andin the past 
week, two groups of geneticists, one at the 
Michael Smith Genome Sciences Centre in 
Vancouver, British Columbia, and the 
other at the Centres for Disease Control 
and Prevention in Atlanta, Georgia, have 
succeeded in sequencing the genomes of 
coronaviruses isolated from patients in To- 
ronto and Asia. 

According to Rob Holt, head of se- 
quencing at the Canadian centre, the two 


genomes are almost identical. They are 
each believed to consist of half-a-dozen 
genes. In this they resemble the three 
groups of coronaviruses already known to 
cause animal and human diseases, among 
them the common cold. 


However, although the new coronavi- » 





New bugs on the block 





> rus has the same basic proteins as its better 
known relatives, half of the amino-acid 
building blocks those proteins are made 
from are different. The new isolate may 
also encode a few novel gene products 
whose function is, as yet, unknown. In 
terms of genetic sequence, therefore, there 
are considerable differences between it 
and previously known coronaviruses. 

How the new coronavirus came to be 
so different from its relatives—whether 
through mutation or through having 
picked up genetic bits and pieces from 
other organisms-is still a mystery. And 
just as uncertain, for the moment, is how 
these genetic features relate to the virus's 
ability to spread and to cause disease. In 
the meantime, having the sequence to 
hand may help to improve the sensitivity 
of diagnostic tests now in development, as 
well as providing targets for researchers to 
test existing pharmaceutical molecules as 
a short-cut to finding a drug to treat SARS. 
In the longer term, the sequence will aid in 
the search for new vaccines and medi- 
cines. As Klaus Stohr, a virologist who 
works at the World Health Organisation, 
puts it, the genome sequence opens an im- 
portant chapter, but the full story of SARS 
has yetto unfold. m 


Labs on chips 


Lost and found 


Anold technique may make building 
chip-sized chemical laboratories easier 


| [ortnm casting is an ancient trick. A 
sculptor makes a model in wax of the 
statue he proposes to cast in, say, bronze. 
He slathers the wax with plaster, lets the 
plaster dry, heats the whole thing up to 
melt the wax, and then drains the wax out 
leaving a statue-shaped hole into which 
the liquid bronze can be poured. 

Jennifer Lewis of the University of Illi- 
nois, Urbana-Champaign, and her col- 
leagues are using a similar trick to solve a 
problem not in sculpture, but in plumbing. 
The plumbing concerned, though, is rather 
smaller than that which services the aver- 
age house. Dr Lewis is trying to plumb so- 
called labs on chips, in which minute 
quantities of liquids have to be brought to- 
gether for such purposes as instant chemi- 
cal analysis. At the moment, such “micro- 
fluidic" devices are restricted to two 
dimensions. Lost-wax plumbing allows 
them to be built in three, which can reduce 
their size, and improve their ability to mix 
different liquids. 

The process, described in this month's 
Nature Materials, starts with a tool that 
works like a tiny cake icer and which is 





Here's one I prepared earlier 


loaded with a waxy "ink". The icer is 
mounted above a movable platform, on 
which the microfluidic device is to be 
formed. The platform's movements under 
the icer's nozzle are computer-controlled 
and, as it moves, a thin cylinder of the ink 
is extruded from the nozzle and deposited 
on to the platform. The result is a network 
of waxy trails with diameters as little as 
ten millionths of a metre. 

The platform is then lowered slightly, 
and the process repeated, building up a 
three-dimensional scaffold. Once the scaf- 
fold is complete, it is covered in epoxy 
resin and, when that has hardened, the 
whole structure is warmed to melt the ink, 
which is then poured out, creating a 3-D 
pipe network. 

In principle, that could be enough to 
create the desired plumbing, but in prac- 
tice Dr Lewis has found that another stage 
is needed. Building the piping scaffold in 
layers means that each point where two 
ink-traces meet is, in effect, a joint in the 
plumbing. Rarely are all those joints 
needed. On the other hand, it is hard to de- 
vise a geometrical arrangement that 
avoids them, given that the pipework in 
each layer is being laid down as a continu- 
ous cylinder and that the lost-wax method 
works best if only one connected space is 
filled with wax. So, to get the plumbing 
right, she fills the pipes with a second sub- 
stance—a liquid resin that hardens when 
exposed to ultraviolet light. Unneeded 
parts of the network can thus be sealed off 
atthe flick of a laser, and the remaining liq- 
uid resin poured out again. 

Building microfluidic chips upwards 
rather than outwards obviously saves 
space. Their size (or, rather, lack of it) 
means that chips made this way could 
form the heart of sensors inserted into 
people to monitor disease progression. 
More subtly, the constant twisting and 
turning of the piping means that liquids 
moving through such a chip get thor- 
oughly mixed. Since one of the problems 
with labs on chips is that surface-tension 
effects in such confined spaces tend to 
slow mixing down, that is a significant bo- 
nus regardless of application. = 


Gamma-ray bursts 
A mystery no 
longer 


CAMBRIDGE, MASSACHUSETTS 
Gamma-ray bursts are stellar 
explosions 


N MARCH 29th, a satellite called the 

High Energy Transient Explorer 
(HETE) detected a dazzling burst of gamma 
rays from space. Of all the bursts whose 
distances from Earth have been measured, 
this was closest. That meant the burst 
could be studied in unprecedented detail. 

Gamma-ray bursts have puzzled 
astronomers since their discovery in the 
1960s. They are the biggest explosions 
known, and happen in distant galaxies. 
Thanks to HETE’s watchfulness, they are a 
mystery no longer. As soon as the burst 
was detected, telescopes around the world 
were turned towards it, in the hope of un- 
ravelling its secrets. In the end, the unravel- 
ling was achieved by a group co-ordinated 
by Krzysztof Stanek of the Harvard-Smith- 
sonian Centre for Astrophysics, in Cam- 
bridge, Massachusetts. 

The group’s aim was to obtain an opti- 
cal spectrum. Analysing the spectral de- 
tails of a heavenly body can reveal its com- 
position. Unfortunately, getting the 
spectrum of a gamma-ray burst is hard, be- 
cause the optical afterglow fades rapidly. 
Andin those few cases when astronomers 
have leapt into action quickly enough, the 
spectra were like plain canvases, with no 
discernible colour enhancements. 

Astronomers held out the hope that the 
spectrum of a brighter burst would be 
more revealing. It was. What the group 
saw was the light emitted by iron and sili- 
con when they are heated to extreme tem- 
peratures and propelled at great speeds. 
This links gamma-ray bursts to a more fa- 
miliar type of explosion, the hypernova. 

A hypernova, as the name suggests, is a 
super-supernova. It is the result of a star 
about 30 times more massive than the sun 
collapsing in on itself, and then exploding. 
The nuclear reactions that take place as a 
result produce heavy elements such as sili- 
con and iron in large quantities. 

Astronomers have suspected a link be- 
tween gamma-ray bursts and hypernovae 
for a while, but until now have not been 
able to prove one. The new discovery does 
so. Models of the process suggest that the 
gamma rays that a hypernova emits would 
be focused into narrow beams. Only if one 
of these beams happens to point towards 
Earth is the observed result a gamma-ray 
burst. Otherwise, only the visible explo- 
sion is seen. Before, there had been only 
circumstantial evidence that hypernovae 
cause gamma-ray bursts. Now, that evi- 
dence is iron- and, er, silicon-clad. = 


The King James Bible 





The language of light 


King James I wanted a Bible that would unite his fractured realm. A new book 


recounts how this great work was made 


N° BOOK has influenced English as 
profoundly as the King James Bible of 
1611. Its phrases and rhythms have been 
as vital to the growth of the language as 
blood to the body. Even in the age of 
text-messaging and e-mail, its sonorities 
speak to mind and heart with a vigorous 
immediacy that takes the breath away. 

As Adam Nicolson points out in his en- 
gaging and moving account, this was not 
ordinary English even when it was writ- 
ten. William Tyndale in the 1520s hoped 
that ploughboys would read his Bible, and 
Martin Luther in the 1530s wanted the gos- 
pels written in a language that butchers 
and cobblers could understand. But the 
King James was composed in an English 
that had never been spoken in the street. 
This was the language of deliberate godli- 
ness, yet grounded in easy words and sim- 
ple things: able to swoop in one verse from 
the sublimity of the eternal to the clumsi- 
ness of a fisherman jumping from a boat. 

There was a political purpose in this. 
James I, baptised a Catholic but brought 
up by Scottish Presbyterians, dreamed of 
bridging in this Bible his kingdom’s reli- 
gious divides. The translators were drawn 
both from the established Church of Eng- 
land, episcopal and ceremonious, and 
from among the Puritans, fiercely icono- 
clastic spirits who wanted no truck with 
crosses, candles or genuflections, to 
bishop or to king. The Puritan impulse, to 
let in light and to live by the Word alone, 
had to co-exist with the murkier sumptu- 





ousness of the Jacobean church-court elite. 
Clearly James himself leaned to the episco- 
pal side; but his Bible was intended first of 
all as an irenicon, a thing of peace. 

Very little is known about how it was 
made. The men were grouped into six 
teams, or “companies”, and were based at 
Oxford, Cambridge and Westminster. The 
translated text was written in the left-hand 
column only of a large ledger, the right- 
hand kept blank for comments and im- 
provements. In this fashion, working more 
like a team of accountants than the devis- 
ers of a national treasure, the translators 
painstakingly put the new text together. 

Their lives, too, are scarcely recorded, 
though Mr Nicolson reconstructs a few of 
them to marvellous effect. We now know 
that Laurence Chaderton, a Puritan who 
translated the “Song of Songs”, may have 
been moved by memories of the lovely 
boy he had wished to *embosom" as a stu- 
dent at Cambridge; and that among the 
translators of Genesis was a man who had 
been to the West Indies, colouring his de- 
scriptions of Eden with memories of the 
parrots and forests of Dominica. 

One translator, Samuel Ward, left a di- 
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ary. It was not of his labours on the Bible, 
but of his struggles with sin. As a Puritan 
fellow of Christ's College, Cambridge, he 
was bound to a regime of sermons and 
chapel-going. But his thoughts wandered 
rather to adultery and gluttony. “My long- 
ing after damsens”, he wrote in his diary 
on August 8th 1596. “...Oh that I could so 
long after Godes graces.” As he worked on 
God’s word, his mind was tormented by 
sweet surfeits of plums and pears. 

A mere 39 pages survive of one team's 
arguments over language. They wondered 
whether God should “upbraid” someone 
or “twit” them, and whether the beauty of 
a flower should be expressed as its *goodli- 
ness and sightliness" or, far better, its 
"grace and fashion". For all of them, the 
tiniest touches made a difference. The 
Calvinist Geneva Bible of the 1550s had 
rendered the second verse of Genesis: 


And the earth was without form and void, 
and darkness was upon the deep, and the 
Spirit of God moved upon the waters. 


KingJames's translators gave it thus: 


And the earth was without form, and void, 
and the darkness was upon the face of the 
deep: and the Spirit of God moved upon the 
face of the waters. 


The comma after “form” and the colon 
after "deep" both heighten the drama of 
the empty stage on which creation is about 
to occur. But the masterstroke lies in "the 
face of the deep" and "the face of the wa- 
ters", phrases by which the almost human 
elements appear to be responding to the 
touch of God. 

When the newly translated texts ar- 
rived, each team would sit and listen as the 
words were read to them. Their child-like 
attention was vitally important. This Bible 
was meant, above all, to be read out and 
heard; euphony, its governing principle, is 
also the secret of its abiding power. im 





Political economy 


Robert Shiller’s 
awfully big idea 


The New Financial Order: Riskin the 21st 
Century. By Robert J. Shiller. Princeton Uni- 
versity Press; 366 pages; $29.95 and £19.95 


HIS is not Robert Shiller’s first book. 

His previous offering, “Irrational Exu- 
berance” (Princeton, 2000), was a dissec- 
tion of the wilder nonsense of America’s 
stockmarket boom. The title came from a 
comment made by Mr Shiller, an econom- 
ics professor at Yale, to Alan Greenspan, 
the chairman of the Federal Reserve, who 
used it in an early speech—in 1996. Unlike 
Mr Greenspan's, Mr Shiller's timing was 
perfect: his book came out in March 2000, 
when the NASDAQ peaked at over 5,000. 

But helping to explode the myths of 
one of the biggest stockmarket bubbles in 
history was, it turns out, only a sideline 
and a small one at that. Mr Shiller's real 
aim is much bigger: he wants to com- 
pletely reshape-or, as he calls it, “demo- 
cratise"—the world's financial system. He 
proposes "a radically new risk manage- 
ment infrastructure to help secure the 
wealth of nations". 

Had his ideas been in use after the sec- 
ond world war, says Mr Shiller in an exer- 
cise in alternative history, far more money 
would have been transferred to Europe 
than was the case under the Marshall Plan, 
and Asia would have recovered much 
faster than it did. In Africa, "millions who 
died from Arps and other afflictions might 
be alive today." The near-collapse of the 
former Soviet Union after 1991 might have 
been avoided, as would the periodic finan- 
cial crises that have afflicted Asia and Latin 
America. Mr Shiller, for one, clearly thinks 
that hisideas have merit. Should the rest of 
us follow suit? 

Perhaps surprisingly for an economist, 
his views seem as grounded in ethics as in 
finance. Mr Shiller has, for example, a 
hearty dislike of inequality, and his views 
are much influenced by John Rawls, an 
American philosopher, who argued that a 
just society is one in which increases in in- 
equality are justified only if they benefit 
the poorest in society. Mr Shiller adapts 
Rawls's original position; increases in in- 
equality are justified, but not if they are 
“gratuitous, random and painful". 

This moral foundation has financial 
implications. Mr Shiller is concerned 
about unexpected shifts in wealth not only 
between people in one country but be- 
tween different countries over time. Who, 
in 1965, would have thought that by 1990 
South Korea's income would have soared 
but Argentina's fallen? Enlightened self-in- 
terest, he believes, should help in making 


people want to make his ideas work. 

These ideas are striking, to put it mildly. 
He points out that the stockmarket is in fact 
a pretty poor barometer of the risks that 
people take in their everyday lives. Yes, the 
dollar value of the subsequent crash has 
been roughly equivalent “to the destruc- 
tion of all of the houses in the country", 
but the corporate income flows that are 
represented by the stockmarket are not as 
big as people imagine. In 2000, à record 
year, after-tax corporate profits were only 
about $2,000 per person. 

In fact people are much more at risk 
from changes in, say, the price of their 
house, inflation, technological change and 
so forth. The list of these risks is so long 
and ill-defined that Mr Shiller thinks it bet- 
ter to concentrate on bigger, national num- 
bers instead. This would enable the cre- 
ation of so-called macro markets, where 
prices would be determined by such 
things as changes in GDP or inflation. 
Huge advances in information technol- 
ogy—and the availability of information— 
make such markets eminently possible, he 
believes. And desirable too, since it would 
make these risks more visible. 


Who'd be in charge? 

People avoid doing things that subject 
them to economic risk, which results in “a 
depressing uniformity and lack of adven- 
ture". Since the sort of diversification Mr 
Shiller advocates reduces these individual 
risks to almost nothing-a central tenet of 
financial theory-taking them becomes 
easier and the whole economy benefits. 

Financial markets often make a trade- 
off between specificity and liquidity, but 
generally the broader the risks covered by 
the financial instrument that people use to 
hedge, the less effective the instrument is. 
One of the problems with Mr Shiller's big 
idea is that his macro securities are very 
broad indeed, though he seems to ignore 
the implications of this. Moreover, a lot of 
Mr Shiller's ideas would mean that people 
and countries would have to pay out over 
long periods of time, perhaps 50 years or 
more. Historically, as he points out, many 
financial contracts have been honoured 
even after wars. But it seems unlikely that 
that can be taken for granted forever. 

Nor is it entirely clear who would be 
running things in the author's brave new 
world. Mr Shiller would like to say that it 
would be the people themselves. Yet his 
ideas seem to call for bigger, more central- 
ised institutions. One sentence gives you 
some idea of what he has in mind: *We 
could put all these securities into one gi- 
gantic investment portfolio that would 
represent a claim on everything of econ- 
omic value in the world." 

Mr Shiller himself is doubtful that all 
his ideas will be adopted. But his book, 
which contains some fascinating history, 
is at the very least thought-provoking. 8 


Cultural differences 


You say tomato 


Why Do Men Barbecue?: Recipes for 
Cultural Diversity. By Richard A. Shweder. 
Harvard University Press; 432 pages; $55 and 
£36.50 


OW should families distribute them- 

selves at nightfall? The answer will 
depend on where you come from. If you 
are American or British, you will probably 
argue that parents and children should 
sleep in separate rooms. But not if you are 
Indian, say, or Japanese. 

Hardly a single community around the 
world believes that infants should usually 
sleep alone, says Richard Shweder, who 
describes himself as a cultural anthropol- 
ogist and cultural psychologist. Yet many 
people in the United States and Britain 
think that babies should get used, as soon 
as possible, to spending the night in their 
own room rather than their parents' room 
(or, horrors, the parental bed). In Japan, 
studies in the 1960s found that at least half 
of urban Japanese children aged 11 to 15 
slept in the same bed as one parent or 
both. Imagine how such arrangements 
would be regarded in the suburbs of Bos- 
ton or Birmingham. 

This book is a collection of papers, sev- 
eral of them written with others, whose 
common theme is the difficulty that peo- 
ple have in responding to cultural differ- 
ences. Many of these differences revolve 
around assumptions about the proper 
roles for men and women, hence the title. 
Many cultures take pride in the separate- 
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> ness of male and female realms, and have 
institutions that celebrate and reinforce 
that separateness. To the Anglo-American, 
such differences are frequently deplorable. 

Mr Shweder, who says he is a “roman- 
tic pluralist”, regards reactions to female 
genital mutilation as one of the key tests of 
whether or not people openly accept dif- 
ferences between cultures. “The mutual 
‘yuck’ response...is particularly intense,” 
he says. Not only do western feminists re- 
gard female circumcision with horror (in 
some countries, it is even grounds for 
claiming asylum); women in countries 
where the practice is prevalent, such as 
Mali and Somalia, are repulsed by the idea 
of unmodified genitals. 

In a world where people move fre- 
quently between countries and cultures, 
such deep-rooted assumptions pose pro- 
blems. After all, development economists 
increasingly insist that culture counts on 
the road to growth, and the international 
human-rights movement campaigns for 
women to have the same rights as men, 
which may be incompatible with notions 
of gender difference. So people in the West, 
like 19th-century missionaries, are 
tempted to impose their cultural assump- 
tions on other countries, convinced that 
West is best. 8 





The IRA 


Gerrymandering 





Armed Struggle: The History of the IRA. By 
Richard English. Macmillan; 486 pages; £20. 
To be published in America by Oxford University 
Press in August 2003 


parse MAGEE, who killed five peo- 
ple when he bombed the Conservative 
Party conference in Brighton in 1984, said 
recently that he wanted "just to be under- 
stood, to get a chance to explain". Mr Ma- 
gee has found a willing ear in Richard Eng- 
lish, the son of a Durham Methodist 
minister and a Belfast Protestant, whose 
desire to understand and explain what 
drove and still drives the rra led him to 
write "Armed Struggle". 

Brought up in England, Oxford-edu- 
cated Mr English is now professor of poli- 
tics at Queen's University, Belfast, from 
where he has undertaken the exhaustive 
research and extensive interviewing that 
makes this book useful. But in his passion- 
ate desire to see the other fellow's point of 
view, Mr English's style and tone are irre- 
sistibly reminiscent of an earnest member 
of the British Foreign Office who ends up 
being justifiably accused of having gone 
native. So fond has Mr English become of 
several unrepentant but charming IRA 





What was it all for? 


ex-prisoners that he seems terrified of 
hurting their feelings by failing to accord 
their past the dignity and respect they 
think it deserves. 

Yet despite its mealy-mouthed pander- 
ing to the sensibilities of murderers, and its 
eagerness to breast-beat over the excesses 
and failures of the British state, Mr Eng- 
lish’s well-written book convincingly 
demonstrates the ghastly futility of the 
IRA Campaign. In 1968, a great public ser- 
vant, T.K. Whitaker, warned the Irish gov- 
ernment he served that the only way of 
bringing about a united Ireland was 
through patience, understanding, forbear- 
ance, and resolute resistance to emotional- 
ism and opportunism: “the use of force to 
Overcome northern unionists would ac- 
centuate rather than remove basic differ- 
ences.” It took the Provisional IRA decades 
to grasp this, during which time it mur- 
dered almost 1,800 people (about half of 
those killed during the Troubles) while los- 
ing fewer than 300 itself. One in five peo- 
ple in Northern Ireland has had a family 
member killed or injured. 

Although nowadays the ra claims 
that it fought for equality and justice, its 
terror campaign was aimed at making 
Northern Ireland ungovernable, driving 
out the British and bringing about a united 
Ireland. These days, its leaders take minis- 
terial posts in a devolved part of the Un- 
ited Kingdom, and Irish unity is further 
away than ever: the Republic of Ireland 
just wants the troublesome north to go 
away. Thirty years of violence to achieve 
what could easily have been secured 
through democratic politics has left a lega- 
cy of terrible communal bitterness. The 
IRA wreaked havoc for no good reason, 
leading one to conclude that to understand 
is not necessarily to forgive. 8 
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New fiction 


X-town travails 


Cosmopolis. By Don DeLillo. Scribner; 224 
pages; $25. Picador; £16.99 


Wit to get the billionaire who 
has everything? Eric Packer, the 
repellent antihero of Don DeLillo’s 13th 
novel, is a hard man to shop for. Any- 
thing short of Pharaonic is bound to 
look a bit shabby to this 28-year-old 
master of the universe whose favourite 
toy is a decommissioned nuclear bom- 
ber. But as Eric sets off for work one 
morning he decides there is, after all, 
one thing he needs that he doesn't al- 
ready have: a haircut. 

"Cosmopolis" tells the story of what 
happens to Eric on the way to the bar- 
bershop. His crosstown journey from 
one end of Manhattan's 47th Street to 
the other lasts all day. (The president is 
in town and the streets are chock-a- 
block.) Most of the action takes place 
inside a stretch limo, where Eric, sur- 
rounded by computer screens, trades 
currencies and consults with various 
gurus about his financial, physical and 
intellectual well-being. Between meet- 
ings he steps out of the car to stretch his 
legs, eat, have sex, browse in a book- 
shop, witness a riot, weep at a passing 
funeral cortége, attend a rave, commit a 
murder and feature as an extra in a 
movie shoot. 

The limo's progress is glacial. But the 
novel, with Mr DeLillo at the wheel, 
zooms along, blowing up great billow- 
ing clouds of rhetorical dust. “Cosmop- 
olis" is full of wordy ruminations on 
the relationship between technology 
and capitalism. “It was shallow think- 
ing that numbers and charts were the 
cold compression of unruly human en- 
ergies, every sort of yearning and mid- 
night sweat reduced to lucid units in the 
financial markets," Eric muses at one 
point. "In fact data itself was soulful 
and glowing, a dynamic aspect of the 
life process. This was the eloquence of 
alphabets and numeric systems, now 
fully realized in electronic form, in the 
zero-oneness of the world, the digital 
imperative that defined every breath of 
the planet's living billions." 

Itis Mr DeLillo's stylistic swagger, 
rather than his take on capitalism, that 
makes “Cosmopolis” such a compelling 
read. The pleasures and perils of getting 
a haircut haven't been so wittily han- 
dled since Frank Churchill made a spe- 
cial trip to London to reshape his rug in 
Jane Austen's "Emma". 





Henri Cartier-Bresson 


Regarding Henri 


PARIS 
The man who captured Picasso, Matisse 
and Mahatma Gandhi's funeral 


ENRI CARTIER-BRESSON put down 

his camera 30 years ago, but that did 
little to dim his reputation as a seminal fig- 
ure in photography. Once dubbed l'oeil du 
siécle (the eye of the century), he has been 
copied by three generations of black-and- 
white photographers. Even people with 
scant interest in the art recognise his name 
and his pictures. Next week, the dapper 
Frenchman, who will be 95 in August, will 
be attended by hundreds of guests at a se- 
ries of Paris parties to mark what many be- 
lieve will be the final accolade of his life. 
But far from hogging the limelight, the dis- 
creet camera man will be standing to one 
side, his presence so light and unobtrusive 
as to render him almost invisible, just as he 
has always liked it. 

The first celebration will be the opening 
of “De qui s'agit-il?", a retrospective of Mr 
Cartier-Bresson's output that includes 350- 
odd works, plus writings, books and films. 
The exhibition, designed by his friend and 
publisher, Robert Delpire, aims not only to 
offer a definitive survey of his work in all 
media-including the drawings on which 
he has focused his energies in the last three 
decades—but also to answer the question 
that is loosely posed in the title: what is all 
this about? 

Mr Delpire does so by organising the 
show into intimate, thematic sections that 
illustrate the social, political and artistic 
currents that have informed his photo- 
graphs- distinguished by a formal French 
classicism combined with a surrealist eye 
and the spontaneity of a split-second 
snapshot. Whether photographing the 
Spanish civil war, the liberation of Paris, 
millions of mourners at Mahatma 
Gandhi's funeral, portraits of Picasso and 
Matisse or just ordinary people the world 
over, Mr Cartier-Bresson’s work often 
seems to capture the essence of life itself. 

Photography enthusiasts will also 
want to visit the privately-funded Fonda- 
tion Henri Cartier-Bresson that opens to 
the public on May 2nd following another 
string of vernissages. Housed in an elegant 
five-storey Art Deco building of glass and 
steel tucked away in a Montparnasse cul- 
de-sac, the foundation was conceived by 
Mr Cartier-Bresson and his wife and 
fellow-photographer, Martine Franck, to 
showcase his life’s work. 

Apart from housing his archive, the 
foundation will also be what the old man 
describes with characteristic warmth as “a 
house open to all"—providing a window 
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New film 
Dial P for paranoia 


LOS ANGELES 
Lesson 1: Don't pick up the phone 


AST-TALKING New York publicist Stu 

Shepard (played by Colin Farrell) lives 
by his cell-phone and nearly dies in a 
pay-phone. After calling a client he 
wants to bed from a callbox so that his 
wife (Radha Mitchell) won't spot the 
number on his bill, he answers the ring- 
ing phone and finds himself talking to 
God, or a serial killer with delusions of 
grandeur. The caller (Kiefer Sutherland) 
tells his victim that he had better start 
coming clean to all the people he has 
lied to, and adds that he'll kill him with a 
telescopic rifle if he hangs up. 

"Phone Booth" arrives via a double 
time-warp. Written 20 years ago, it iden- 
tifies its anachronistic single location as 
the last callbox in New York, slated for 
demolition the next day. At once confes- 
sional and coffin, the pay-phone also 
symbolises the genre of thriller-cum-mo- 


for both new and established documen- 
tary photographers and film-makers who 
share Mr Cartier-Bresson’s beliefs. In addi- 
tion, the foundation will award a €30,000 
($30,000) biennial prize to a photographer 
who wants to complete a particular pro- 
ject. The first winner will be announced in 
June, and their work shown at the founda- 
tion in the autumn of 2004. 

Even more intriguing is the opening 
show entitled “Henri Cartier-Bresson's 
Own Choice”. Under the guidance of Mr 
Delpire, who chairs the foundation, Mr 
Cartier-Bresson has picked 90-odd favour- 
ite images by fellow photographers. Earlier 
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rality-play that is being revived here. The 
film was scheduled for release last au- 
tumn but was further delayed by the 
Beltway snipers, prompting one critic to 
quip that it was hard to find a safe re- 
lease date these days. 

Taking a break from such mammoth 
projects as “Batman Forever”, Joel Schu- 
macher directed this little gem on a ten- 
day schedule with lots of razzle-dazzle. 
He even finds time to poke fun at trendy 
targets like Eminem and the “Page Six” 
gossip column in the New York Post, 
where Mr Farrell has recently been 
chronicled sowing his wild oats while 
waiting for “Phone Booth” to prove him 
a worthy successor to Anna Magnani 
and Barbara Stanwyck—cinema divas 
whose classic telephone manner he em- 
ulates with distinction in this refreshing 
throwback. 


this year, the two men sat down in Mr Car- 
tier-Bresson's book-lined apartment over- 
looking the Tuileries Gardens to make the 
final selection from his initial choice of 300 
prints. Already excluded were both colour 
images and the mannered conceptualism 
of younger photographers whose work ca- 
ters to the contemporary art market, for 
which he has scant regard. 

From the little-known Martin Mun- 
kasci—his 1931 photograph of naked Afri- 
can boys running into Lake Tanganyika, 
their bodies sharply silhouetted against 
the water, first inspired Mr Cartier-Bresson 
to grab his Leica—to masterpieces by An- 
dré Kertesz, Walker Evans and Dorothea 
Lange, all share the vitality and visual in- 
tegrity that characterise his own pictures. 

The same is true even of an early por- 
trait of a well-fed bourgeois German cou- 
ple by August Sander or a splendid picture 
of a portly African, resplendent in his 
robes and fez, his baby daughter proudly 
cushioned on his vast bulk, by the late Sey- 
dou Keita, who rarely left his studio in his 
native Mali. Finally, Mr Cartier-Bresson 
has also included a handful of photo- 
graphs taken in Paris by Eugene Atget and 
contemporaries such as Lisette Model and 
Robert Doisneau. Not that he feels senti- 
mental about the city where he has lived, 
off and on, for 80 years or, indeed, his re- 
markable career: “I have no nostalgia", he 
says: "It's very negative". m 


“De qui s'agit-il?” is at the Bibliothèque Nationale de 
France, Paris, from April 29th to July 27th."Henri 
Cartier-Bresson's Own Choice" is at 2 Impasse 
Lebouis, Paris, from May 2nd to July 26th 
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Abdul Majid al-Khoei 





Abdul Majid al-Khoei, a good man lost to Iraq, died on April 10th, aged 41 


URING his years in exile Abdul Majid 

al-Khoei had a number of conversa- 
tions with American officials about the 
possibility of eventually returning to an 
Iraq no longer under the control of Sad- 
dam Hussein. He recalled that in 1991, at 
the end of the first Gulf war, he was sent by 
his father, the supreme leader of the Shia 
majority in Iraq, to meet General Norman 
Schwarzkopf, the leader of the victorious 
American-led coalition. The Americans 
had encouraged Iraqis to rise up and take 
democratic control of their country from 
supporters of the Saddam Hussein regime. 
Fourteen of Iraq's 18 provinces did so. Mr 
Khoei’s mission was to ask General 
Schwarzkopf what support the coalition 
could give to the would-be democrats. The 
meeting was cancelled. The coalition 
forces withdrew from Iraq. Mr Hussein re- 
sumed his grip on the country and thou- 
sands of his opponents were killed. 

When the second Gulf war started Mr 
Khoei was on the Americans' list of those 
who could, it was thought, provide leader- 
ship in the new Iraq. This time, he was as- 
sured, the coalition forces would stay on. 
Close friends told him not to go, and Mr 
Khoei was tempted to follow their advice. 
In exile in London he had created a new 
life for himself, running the al-Khoei Foun- 
dation, a charity set up by his father which 


provides schools and hospitals in Africa 
and India, as well as help for Shias in 
southern Iraq. When Tony Blair (with Mr 
Khoei in our picture) called a meeting of re- 
ligious leaders after the events of Septem- 
ber 11th, Mr Khoei represented Islam. He 
and his wife and their four young children 
were comfortable in Britain. 

But he felt an exile's longing to return 
home. On April 3rd, the British escorted 
him to the Shias' holy city of Najaf, where 
the Americans provided him with body- 
guards. As an American ally Mr Khoei ex- 
pected, and received, some opposition 
from those who remembered the events of 
12 years earlier. But his “parliament” of 25 
representing various interests in Najaf's 
population of 500,000 had some success 
in keeping order and distributing aid. On 
April 10th, he and another cleric were en- 
tering a mosque when the crowd outside 
barred the way of Mr Khoei's bodyguards. 
Inside the mosque, the two clerics were at- 
tacked by a group of men and hacked to 
death. Mr Khoei's body had 30 wounds. 


Their choice 

There are differing views over what gov- 
ernment best suits a newly-occupied, or 
"liberated", country. After the second 
world war Charles de Gaulle, who had 
fled to Britain after the fall of France, was 
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the popular choice to head the country's 
new government. In West Germany, the 
victors approved the election of Konrad 
Adenauer, who had stayed put after Hitler 
came to power, although he was never a 
Nazi. When Japan capitulated, the Ameri- 
cans simply appointed an overlord, Dou- 
glas MacArthur. 

In the case of Iraq the Americans were 
drawn to the idea of a fair and represen- 
tative government made up of local peo- 
ple, but initially watched over by a MacAr- 
thur-style American. The murder of Mr 
Khoei was “a setback, there's no question", 
said Paul Wolfowitz, America's deputy de- 
fence secretary. On the face of it, Mr Khoei 
seemed to fit perfectly the coalition's job 
description for Iraqi leadership at a high 
level. He was a moderate. He had lived for 
more than a decade in a democracy and in 
his conversations with the British prime 
minister had shown enthusiasm for par- 
liamentary government. He had sup- 
ported the war against the Taliban and the 
al-Qaeda in Afghanistan. He had acquired 
administrative experience running the 
multi-million dollar budget of the al-Khoei 
Foundation. Among Shias he had the title 
of sayyid (descendant of the Prophet). He 
had told a conference of exiles in London, 
"We are looking for a new Iraq in which ev- 
eryone has a share." 

In his 40s, Mr Khoei was probably at 
the height of his powers. He was persua- 
sive and approachable, and the Americans 
were confident that he would dispel any 
idea that after 70 years Iraq's indepen- 
dence was over and that the cradle of civi- 
lisation had once again come under for- 
eign domination 

But Mr Khoei was reminded that his 
influence, though impressive on paper, 
was limited when he recently visited Iran, 
where the Shia majority is far larger than 
Iraq's. He was followed around with 
shouts of “Go back to America". His accord 
with America and Britain, so important to 
the coalition, would have made him a 
marked man among many of his own 
faith. His critics complained that the Khoei 
Foundation spent too much in the West. 
Muhammad Bager al-Hakim, who leads 
an Iraqi Shia opposition group from Teh- 
ran, called Mr Khoei an “infidel”. Even in 
Najaf many Shias look to Iran for guid- 
ance. Ayatollah Khomeini, who deposed 
the shah of Iran in 1979 and held American 
diplomats hostage for over a year, spent 
many years in Najaf working on his libera- 
tion theology. He disliked Saddam Hus- 
sein just as much as he did the shah but 
was equally abusive about the "great sa- 
tan" America, a view still held by many 
Iranian theocrats. With Mr Khoei cut 
down, how many of Najaf's Shias will 
have confidence in America's capacity to 
protect their new-found freedom? As Mr 
Wolfowitz said, itis a setback. m 
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. Competing for today and 
for tomorrow 


Oxford’s executive programmes address global, organisational and 
individual management agendas, drawing upon the University’s 
intellectual capital and corporate experience. Programmes equip 
individuals with the skills and confidence to develop their own careers, 
to increase organisational performance, and to provide strategic 
leadership in uncertain times. 


Open indie : 


- The Oxford Advanced Management Programme 
15 June - 12 July 1.5 October ~ i November 2003 — 
20 June - 17 July | 10 October - ~ 6 November 2004 


- The Oxford Strategic Leadership Programme _ 
18-23 May | 9-14 November 2003 
16-21 May | 14-19 November 2004 


~ The Oxford Senior Executive Finance Programme 
11-16 May | 16-21 November 2003 
9-14 May | 14-19 November 2004 


~ The Consulting & Coaching for Change Programme 
November 2003 — October 2004 


Company Commissioned Programmes 


We work with you to design and deliver executive education which is 


challenging, innovative and meets precisely your orpamsanon s needs. 


For more information, visit www.execed.oxford.edu, or contact 
Dorothy Cooke, tel +44 (0)1865 422776, fax +44 (0)1865 422501, 
email info@execed.oxford.edu 
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Who will lead next? 
Senior Management 
at Wharton 


Executive Development Program | 
May 4-16, 2003; September 7-19, 2003 


A two-week program designed for managers in | 
transition—whether moving from national to _ & | 
global responsibilities, to general management, 
orto anew assi ignment. 


Advanced Management Program 
June 1- -July. 4, 2003; September 21-October 24, 2003. 


Designed for senior executives who are in, or 
di - support, the office of the chief executive. 
Wharton's five-week program focuses on Behe 
3 on organizational 






Mergers and Acquisitions 

june 15-20, 2003 

Wharton faculty provide a comprehensive 
overview of valuation methods, tax and account- 
ing issues, acquisition analysis, investigations of 
both public and private mergers and acquisitions, 
and strategies for post-acquisition analysis. 


The CFO: Becoming a Strategic Partner 
December 7-12, 2003 


This program is desi Rh for CFOs and senior 
finance executives who play a central role in 
creating value- producing strategies: for their 
organizations. EZ 





To —« or cám i more: | 
215.898.1776 or 800. 255.3932 ex 116 
215.898.2064 (attn: 3116) fax = 2 

http://execed.wharton.upenn.edu/ 
execed@wharton.upenn.edu (su 


Wharton 


Arestv Institute of 
Executive Education 







The Wharton School 
University of Penneytvial 





inn sn acti Pec rt thc 


ER DEE EIE ENEE LEN EE EA IE OEA AA EEEE E COTE 


















'6 Courses 






SMA Centre offers 

five programe 
learning fona 
àreers in the glob 
financial r 
5 Scholarship appli 







MSc International Securities, Investment and Banking 
For further information: www.ismacentre. rog. ac.uk 







“fas 






The University of Reading - ISMA Centre Witekmights -PO Bor 242: n wo iE S 
Tel: +44 (0)118 378 8239 - Fax: +44 (0)118 378 4741 - Email: : ^ 








A TRULY INTERNATIONAL EXECUTIVE MBA 


* joint venture of four top business schools 


unique scheduling: rotating on-campus 
class sessions are concentrated into six 
two-week residencies spread over two years 
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supports learning in between residencies 


rich environment for cross-cultural 
interaction among participants from North 
and South America, Europe and Asia 





* graduates earn both an American and a 


European MBA degree 


www.mostinternationalmba.com * fully accredited (AACSB) and consistently 





top ranked 
oe C4, 
3 " 
Kc 4 ceu tias ESCP-EAP 
375 \— & » business 
A ~ ^ PARIS 
| - M 0 q BUSINES ( OKFORO aad 
or school TILBURG UNIVERSITY MADRID aa 
keepinfo@mgmt.purdue.edu imm@gsb.ceu.hu tias.imm@tias.edu burton@escp-eap.net 
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== NIMBAS ES INSTITUT D’ETUDES 
Í 


The Associate Institute of the — P O L | T | Q U E $ D E PA R | $ 


University of Bradford § 


MBA/DBA Extend your global reach 


NIMBAS Graduate Schoo! of Management offers you the opportunity to 9 MBA 


study for British MBA and DBA degrees in continental Furope. 

A leading European school, NIMBAS is accredited by the Association of 

MBAs, recognised by the Kultusministerkonferenz, and offers its degree IE E N C E 3 5S P 0 
from an EQUIS accredited institution. NIMBAS also ranks amongst the 

world's top 100 business schools for the quality of its MBA programmes" 


€ AMBA Accredited Degree. 
One year full-time MBA and two year part-time MBA in Utrecht; 
Two year Modular MBA in Bonn, Mainz and Berlin; Executive MBA in | @ An intensive nine-month bilingual program (French/English). 


four countries. 


€ The leading school in Political Science and Economics, 


F -time | | " ; 
our year part-time professional practice seniore, accredited (5 founded in 1872. 
by the Economic and Social Research Council in the UK. ~+: 


€ A distinguished international faculty. 


€ An urban campus in the heart of Paris. 


NIMBAS Graduate School of Management Next information session in our premises: 
Kromme Nieuwegracht 39, 3512 HD Utrecht, The Netherlands Thursday May 15% 2003 at 6.30 p m 
f . , r 


Tel: +31 (0)30 230 3050 Fax +31 (0)30 236 7320 


-mail: ¢ issi ( bas.c 
E-mail: admissions@nimbas.com 174. Bd Saint-Germain 75006 PARIS - FRANCE - Tél. : + 33 1 45 44 87 43 - Fax : + 33 1 45 44 88 92 


Website: www.nimbas.com Website : http : //mba.sciences-po.fr - E-Mail : mba@sciences-po.tr 


1A ar » =- v1 ^, ^ 4 
When you're exposed to ert jundbreaking 
)ncepts and intense analytical thinking, 
something in you changes You begin to think To learn more about this unique program 


at a different level. This is the environment 


A experience every day at CNK ago G SB 


VOU vy ee 
Marnot Grand Hote 


And this is the environment that has produced 26 Tverskaya Street 


ficare Luxembourg Apr 29 18:00-20:00 


some 5.500 CEOs and corporate oiticers 
Hotel Le Royal 


worldwide, as well as more Nobel laureates 12 Boulevard R 


Barcelona Man 9:00-21:00 
O GSB Europe Campus 


e ^rago, 2/1 
Realized e agi 
= Li EXPOMANAGENW 


IFEMA Exp: 


than any otner business echo 


When you study in our top-ranked Executive 
M.B.A. Program, you be nefit from this 
environment while ontinuing your career 
You learn from the same acclaimed faculty 
and earn the same prestigious degree as 


time program, only you do tt in a Executive M.B.A. Program 
ined for experienced Europe Campus, Barcelona, Spain 


managers. In addition, you study with 
] sil 
other executives from our programs ir 


North Ameri 
The University of Chicago Graduate School of Business 
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8 Courses | 


INFRASTRUCTURE IN 
A MARKET ECONOMY 
July 13-25, 2003 


infrastructure in a Market 


P^ Economy is designed to help 
officials from the public and 

dá private sectors develop public- 

= private partnerships in 

& infrastructure that are technically 

2 defensible, economically feasible, 

E: and politically acceptable. 

: For more information, 


please contact: 

Enrollment Services 

Phone: (617) 496-0484, ext. 291 

Fax: (617) 495-3090 

Email: KSG, ExecEd G Harvard.edu 
. Internet: http:/Awww.execprog.org ES 

HARVARD UNIVERSITY. 

Joba F. Ken nedy School of Government 


the Management Centre 








Mouldine 
Business 
Acumen... 


€ The Leicester MBA | E ] 


eee 


Local Roots, Global Reach. € MSc in Finance 

€ MSc in Marketing 

e MSc in Management 

€ Diploma in Management 


Campus Based and Distance Learning offered 


— S f d Ru F 


C C | PARIS 





> Contact: 


The Management Centre 
Tek +44 (0) 116 252 5520 
Fax: +44 (0) 116 252 3949 
Email: LUMC@le.ac.uk 


; Delivering excellence in University 
Website: www.le.ac.uk/lumc/ ks : i4 


teachíng and research 
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The Birmingham 
Business School 


| - A75. years of excellence... i PA Re E tite A 
400: vision of the future THE UNIVERSITY 
mE OF BIRMINGHAM 





The Executive MBA Developing global competence 
for a changing world 

Full time MBA programmes: 

MBA international Business 

MBA international Banking and Finance 
The European MBA with ESC Montpellier 


e Educates managers from all over the world 
Taught in eight intensive modules each lasting 
for seven days or by evening study 

. Entry Points in January, April, June and September 








* 


* Flexible, a minimum of two modules a year or FUNDESEM, Alicante fies lI Um 
* Birmingham Faculty teach in the UK, Singapore M | - Mr 
A Tel: +44 (0)121-414 6693 Fax: +44 (0)121-414 3553 kn 
| Email: MBA@bham.ac.uk | 

mba.bham.ac.uk 











John Deutsch International Executive Programs 
Queen's University, Canada 





Investment Appraisal and Risk Analysis 
June 30 - August 1, 2003. 
Dr. Glenn P. Jenkins, Program Director 
Financial Modelling. Risk Analysis and Management, Contracting, 
Project Financing, Economic and Stakeholder Analysis 
John Deutsch International Executive Programs 
Queen's University, Kingston, Ontario, Canada K7L 3N6 
Tel: (1) 613 533 6556 Fax: (1) 613 533 6818 
Email: director &queensidiexec.org 
L. www.queensjdiexec.org 


mr rrr tei PH Peau rra trn Aa nna rrr KARIM 


e Executive MBA è Executive DBA 
le Diploma in Legal Studies 
* Master of Laws 


"——— E OE Ii 


For fuil catal 


www.college. 


Xm ande i | E Coen o 
admission@college.ch gated legs sa 


Tel. «41 1 308.3908 - Fax «41 1 308.351g tte Cantona! Separtnent of Kust 


So 











aes 
CZ,, Amsterdam Institute of Finance IPS 
| : 





The international BSc & MSc programs 
offered by Rotterdam School of Management, 
the business school of Erasmus University 


Upcoming Courses 


More information 






i 
| 
i 
E 
i f ' 
|4 Rotterd 
| E otterdam 
Taught by leading experts from the world's top business | | E 
schools, such as Columbia, Wharton and INSEAD | ' 3 the programs: 
| | | ms » international - over 75 student nationalities 
| isition Fi Apr. 28 - | Z ; 
| aa aaa sls pe BET | a - flexible - 3-year bachelor and 12- or 16-month 
| Anticipating and Managing Le masters 
Financial Distress May 5-7 | | m . . 
| q - excellent international exchanges 
| Fixed income investment May 12 - 16 i | E | 
i 9 * affordable 
Venture Capital Investments May 19 - 22 | | D 
2 foi g : 
i Mergers and Acquisitions Jun, 2-6 | A" the school: . 
| pop m * EQUIS-accredited 
Financial Statement Analysis un. 4-65 i i e$ , SEU 
i) | : ! | | - renowned partner network, member of CEMS 
Advanced Financial Statement Analysis un. 1O - 12 | 
m | | £ . full program range: BSc, MSc, MBA, PhD 
Equity Investment Jun. 10 - 14 | D 
| x i | g Facilities: tutoring, housing, placement 
eder rid TE EE dus 
| duis | T$ Application deadline (bachelor): May 5, 2003 
Exotic Options Jun. 19 - 20 | z 
| | es 
D 
| 
l 
i 





/— , — , " www.imscba.eur.nl 2 
ues For information, p please visit our website or contact us directly. | eft : 2 ee 
E 23120 52 5 e160 wana, alt. nl : ERASMUS UNIVERSITET ROTTERDAM | dex 
m Fax: 33120 $20. eit info@ait. ni | E 
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Teaching Frene h to adults for 33 years 


| INSTITUT DE FRANÇAIS 


Overlooking the Riviera’s most beautiful bay 
A UNIQUE COMPLETE IMMERSION PROGRAM 
8/2 hrs a day with 2 meals. 8 levels : Beg. I to Adv. H 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next 2-4 week course starts May 5, June 2 and all year 
06230 Villefranche/Mer EDI9, France. Tel. +33 493 01 88 44 Fax +33 493 76 92 17 
-— www.institutdefrancais.com: | 


Totally Flexible 
MBA/DBA/PHD 


/MS degrees by Distance Learning. You design your 
curriculum, You wilt not study material you already 
know or do not need. No exams, you learn through 
research & writing. No Bachelors or GMAT required. 
Faculty are successful business teaders/authors. 
Faculty wanted. Rushmore University, 1-815-425- 
8577, info2gDrushmore edu www.rushmore.edu. 














Reaching New Heights In Global Education 
|J  . Distance Learning: 
BBA, MBA, Bachelors, Masters, Doctoral 





Programs in several disciplines 


Licensed by the Wyoming State Department of Education 
under W.S. 21-2-401 to 21-2-407 
PRESTON UNIVERSITY 
1204 Airport Parkway, Cheyenne, WY 82001 USA 
Tel: 1-307-634-1440 Fax: 1-307-634-3091 


Hnisstonsia preston ed 






“The — TO ADVERTISE WITHIN — 
| Economist THE CLASSIFIED SECTION, - 
CONTACT: aye 


Mona Von Rahden, Frankfurt |. = A 
Tet (4969) 975 87212 Fax: (4969) 975 87221: 









Email; monavonrahden € economist.com 
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| INTERNATIONAL FOOD POLICY RESEARCH INSTITUTE 
| CAREER OPPORTUNITIES 


Research Fellow, MTID (REF. #03-103) 





The International Food Policy Research Institute (IFPRI) seeks a qualified candidate to serve as a Research Fellow for a three-year, fixed-term, renewable appointment 
for its Markets, Trade and Institutions Division. This position is based at IFPRI headquarters located in Washington, DC but may involve international travel. 


The Research Fellow will conduct research on issues related to the functioning of domestic and global markets of agricultural products, emerging vertical integration in 
the agri-business including retail chain stores, processors and farmers, diversification of agriculture to high value products, and: post-harvest technologies. The incumbent 
is expected to work on a number of developing countries. especially those of sub-Saharan Africa, South Asia, Southeast Asia, and meso-America. An in-depth 
understanding of these regions is desirable. He/She is expected to produce quality research and interact with policy makers/advisors to develop a policy dialogue between 
researchers and policy makers/advisors; work with local collaborators in various countries and contribute towards capacity strengthening of the local researchers; timely 
completion of research projects, publishing papers/books; participate in conferences; and help in raising funds for such activities. 


Required Qualifications: Ph.D. in Agricultural Economics or agri-business, or related field: a minimum of five years post Ph.D. experience of working on developing 
country agriculture issues; solid publications record; strong skills in quantitative analysis and ability to use economic and development theory; excellent communication 
skills in written and spoken English; and desire to work in a collaborative mode. 


Preferred Qualifications: Expertise in international agricultural markets and World Trade Organization related issues would be a great advantage. A good knowledge of 
the role of institutions and infrastructure in the functioning of agri-markets at local and global levels desirable. 


APPLICATIONS: Apply immediately (deadline May 15, 2003) by emailing as attached word docu ments a detailed letter of interest summarizing the relevance of 
your experience to [FPRI's needs, curriculum vitae, along with the names and contact information of at least three references to: IFPRI Human Resource Services, REFS 
03-103, 2033 K Street, NW, Washington, DC 20006. E-mail: IFP RINTL G cgia . EOE | : ANN CO 








Experienced senior researcher and manager to provide intellectual and managerial leadership for its Environment and Production Technology Division (EPTD). This 
Division Director position is a five-year, fixed-term, renewable appointment which reports to the Director General and serves on the Senior Management Team (SMT) of 
JFPRI. 


IFPRI conducts research and performs outreach activities concerning food policy issues in developing countries, including assessments of the impacts of programs. EPTD 
focuses on issues related to food production needs and natural resource management. Research in this Division involves evaluating technological, institutional and policy 
options to promote efficient, sustainable and equitable use of land, water, and plant genetic resources. 


Duties: The Division Director identifies new research directions and designs innovative research within EPTD's mandate and the broader context of IFPRI's Strategic 
Plan. The Division Director supervises the management of broad and complex projects involving one or more multi-disciplinary teams as well as different CGIAR centers 
and partners. He/she is expected to play a key role in raising funds to support these activities. The Division Director is responsible for the overall planning and 
implementation of the division's work plans, supervision of division research and support staff, and administration of the division's budget. As a member of the SMT, 
the Division Director is involved in shaping IFPRI's overall research directions, setting research priorities, management policies, and other planning at the level of the 
Institute. 


Required Qualifications: Doctorate degree in a discipline of the social sciences, management or natural sciences; a minimum of ten years experience in conducting 
research related to food policy or natural resource management research in or for developing countries and interacting with policy makers; demonstrated ability in fund 
raising and facilitating collaborative activities; demonstrated expertise and substantial achievements in the EPTD research areas; excellent verbal and written English, as 
well as strong interpersonal communication skills; demonstrated supervisory and administrative experience: and willingness to travel internationally. 


Preferred Qualifications: Demonstrated experience in team management. Working knowledge of a second major language (preferably French or Spanish) and 
knowledge of the CGIAR system. 


IFPRI offers a multicultural, collegial research environment with competitive salary and excellent benefits. IFPRI is an international and equal opportunity organization 
and believes that diversity of its staff contributes to excellence. We therefore encourage women and developing country professionals to apply, APPLICATIONS: Apply 


immediately (deadline May 30, 2003) by mailing as attached word documents a detailed letter of interest summarizing the relevance of your experience to IFPRI's 
needs, curriculum vitae, along with the names of at least three references to: IFPRI Human Resource Services, REF, 803-107; 2033 K Street, NW, Washington, DC 20006. - 





E-mail: IFPRI-HRINTL Gcgiarorg. For more information on LFPRI's mission and other position vacancies, please visit our website at wwwifpriorg. EOE, — 


~ The Economist April 19th 2003 


Appointments 


MANAGING DIRECTOR/ECONOMIST 


conomic consulting firm seeks applicants for a managing director / economist 
position in the Seattle, WA office of ECONorthwest. Seeking Ph.D. in economics 
ith experience in academia, consulting and testifying. Firm provides analysis 
in economics, finance, planning and policy evaluation with applications for 
businesses and government in environmental and resource management, 


transportation and land-use, growth management, public finance, energy, social 
policy, and litigation, Requires strong skills in: microeconomics; quantitative 
and statistical methods; computer spreadsheets, databases, modeling; 
exceptional written and oraj expression. 


Send vita, and cover letter describing availability and salary requirements to 
ECONorthwest, 99 West 10th, Suite 400, Eugene, OR 97401. AA / EEO: women 
and minorities encouraged to apply. 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? If 
youre a global senior executive, over 40 years old and 
accustomed to a $100K+ annual salary, we can be the answer to 
your next jump on the ladder of success. Resume Broadcast 
International assists you in your professional search with the 
personal contact necessary for success 24 hours a day, 365 
days a year. Don't wait another minute new opportunities are a call 
away. 





The United States Agency for International Development Mission for 
Guatemala and Central American Programs (USADDAG-CAP) is seeking — 
applications. of qualified individuals interested in providing Personal Services 
Contract (PSC) services as described below: 


Under the supervision of the Chief of the Trade and Economic Analysis Office, the incumbent will - 


be a key member of USAID/G-CAP Strategic Objective 5 Team (Regional Trade and Investment. f 


Program) and serve as the Mission's senior expert and advisor responsible for coordinating. 
strategic planning and providing advice on issues related to all aspects of trade policy, and 
specifically those included in Trade Capacity Building (TCB) and related to Central America’s 
on-going and planned trade agreements and segotiations, This will aiude substantial f 
contributions [o strategic planning, activity design and implementation. impact monitoring, 
periodic review of field activities, and liaison with regional partners and providing technical 
assistance to USAID bilateral missions. 


A Masters Degree in a trade policy related field such as Economics, Business, Law or Political 
Science with emphasis in trade and economic development. Demonstrated hands-on experience: 
in free trade agreement negotiations, preferable related to USG negotiations, and trade analysis 
and policy-making and in trade issues, especially in the areas of industry, services, governt 
procurement and intellectual property rights. A thorough understanding of C entral Amer 
economic integration and developrnent problems. 


a minimum of eight years of incieasing responsibility in an advisory capacity particularly i inc. 
activities aimed at trade related capacity building in developing countries. A minimum tex years — 

alert experience in developing countries of ‘which four years in the Latin American and 

Caribbean region with experience in Central America preferred. Applicant should be fluent in 

English and Spanish, equivalent to an FSI Score of 4-4 for Spanish. 

Full scope of work and required forms available at: 

httpz//www.usaid.gov/about/employment/overnew.htm. 

Interested candidates should submit OF-612, resone and salary history no later than COB April 30, 

2003 ux 

Local Address: 

USAID/G-CAP 

Executive Office 


International Address: 
USAID/G-CAP 
Executive Office 





Resume Broadcast International 
Resume P.O. Box 6930, San Diego, California 92166, USA. | 
Broudcast € Tel: 619 224 9257, Fax: 619 224 9268. 





Intengtong Email: rbi1022243306@cs.com | 
ULIS TO d 


Education Advisers 
Grade A3 £28,563 — £34,683 
Grade A2 £36,775 - £49,271 (UK Taxable) 


At DFID, our central focus is on an international commitment to halving the 
proportion of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of natural and physical 
environments. So we're looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities. 


Two of our priorities are to help mobilise the international community to 
achieve universal primary education by 2015 and gender equality in primary 
and secondary schooling by 2005. Joining our education advisory cadre — 
and working in outcome-driven, multi-disciplinary teams — you'll share our 
commitment to reducing poverty in developing countries through education 
and skills development, especially for those least able to benefit from 
educational opportunities. 


With a truly flexible outlook — as regards where you're appointed — you'll 
work in a fluid team structure, addressing key policy issues against tight 
delivery schedules in a team that brings together people with a wide variety 
of skills, knowledge and experiences. You'll also be able to advise on the 
analysis, formulation and implementation of policies, strategies and institutional 
arrangements for achieving progress in one or more of our key areas of focus. 
These are achieving basic education for all, promoting gender equality in 
education, developing strategies for post-basic education and skills development 
to meet the challenges of globalisation and pro-poor growth, and the 
contribution of education to multi-disciplinary development issues like 
conflict and HIV/AIDS. And managing ideas, general resources and knowledge, 
you'll use your experience to work across teams on projects and timescales 
ranging from three months to up to three years. 

Bringing at least five years' experience of education work in developing 
countries ~ or two years if you're joining us at the A3 level - you'll have 
relevant postgraduate qualifications and vou'll be familiar with different aid 
modalities and approaches. So, you'll have contributed to positive outcomes 


ore d 
TRYESTOR BSCPEDPLE 
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Unit 3323 
APO AA 34024 


1 Calie 7-66, Zona 9 
010609 Guatemala 
Internet address: shernandez @ usaid.gov 





London and overseas based 


in education and development and you'll use your expertise in at least - 
one of the four main areas of work to contribute to the interdisciplinary 
and multi-team working within DFID. Naturally, you'll offer good team- 
working abilities and well-developed political awareness — as well as diplomacy, 
communication and influencing skills. Your professional knowledge and. 
experience will also be complemented by a broad understanding of the- 
economic, environmental, institutional and socio-cultural issues | 
underpinning education and development ~ and you'll ‘H also respond positively 
to working in a variety of different. policy environments. 


These posts are both permanent and pensionable — and subject to a T0-month 
probationary period. You'll also find an entitlement to fare-paid leave passages 
and entry to our flexible travel scheme. 


DFID is an equal opportunities employer. Applications are welcomed from 
all parts of the community and we actively encourage interest from women, | 
ethnic minority groups and those with a disability. Selection is on merit, 
Candidates must be nationals of member states of the European Economic 
Area (EEA), Swiss Nationals or citizens of the British Commonwealth with _ 
the right to work in the UK. ; 
For more information on this vacancy, DFID in general, and an electronic 
application form, visit our website. Alternatively, call 01355 843842 or 
e-mail Hrod3calGdfid.gov.uk to request an application pack ~ quoting 
Ref. AH375/3C/EDA 


Closing date -16 May 2003. 


Working to eliminate global poverty and promote 
sustainable development 


IVILSERVICE 


Department for 
international 
Development 


www.dfid.gov.uk 
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| io X | European Agency for Reconstruction 
NM r 
i.. 


The EUROPEAN AGENCY FOR RECONSTRUCTION, with its Headquarters in Thessaloniki 
and Operational Centres in Belgrade, Pristina, Podgorica and Skopje is responsible for the 
management of the main EU assistance programmes in Serbia & Montenegro (the Republic of 
Serbia, Kosovo*, the Republic of Montenegro) and the Former Yugoslav Republic of Macedonia. 
For more information on the activities of the Agency, see www.ear.eu.int. 

"under international administration te Bne with UNSCR 1244 of 10 June 1999 

We are looking for new stali members (Temporary Agents) to whom we offer an 18-month contract 
(with the possibility of renewal} and a competitive salary package, 


Programme Manager: European Integration 
Grade A7/A4 - Ref No: BEL 024/TA 


The programme manager will be based in Belgrade, working within the Agency's Operations Unit. 


Job Profile: The programme manager will be responsible for the identification, design and 
implementation (including monitoring) of programmes in the area of European Integration, Civil 
Society and Media. S/he will also be required to contribute and assist in the definition of other 
related programmes and will be asked to work as part of a wider multidisciplinary team. 


Sperre tasks: 

* Assessing needs and designing programmes in the area of European Integration with a particular 
attention to internal market-related issues. Similarly, assessing needs and designing programmes 
in the area of support to civil society and media. 

* Elaboration of strategy papers, reports and drafting of financing proposals 

* Drawing up terms of reference and technical specifications for feasibility studies, tenders 
and contracts 

* Participating in evaluation committees and negotiations with contractors 

* Monitoring and supervising project implementation 

* Appraisal of contractors’ reports, approval of payments and preparation of contract amendments 

* Maintaining á close dialogue with the public authorities. independent institutions, beneficiaries 
and other donors active in these fields 

* Representing the Agency at meetings, including donor co-ordination in the sector 


Candidates must have: 
* The citizenship af one of the Member States of the European Union 
* University degree in law and/or political sciences. preferably with specialisation in European 
law and European affairs 
Minimum of 10 years professional experience, which should include experience in a candidate/pre- 
accession country on issues linked to European harmonisation and integration, preferably with an. 
EU institution (EC delegation) and experience in civil society and/or media issues 
Experience and knowledge of procurement and general contracting rules and procedures; 
experience of twinning mechanism and other similar instruments is required 
* Experience of working in the Balkans and/or East European transition countries, while not 
essential, would be an advantage 
* Fluency in written and spoken English, including good drafting and report writing abilities; 
satisfactory knowledge of at least one otber official language of the European Union 





Programme Manager: Policy Advisor in Agriculture and Environment 
Grade A7/A4 - Ref No: BEL 025/TA 


The programme manager will be based in Belgrade, working within the Agency's Operations Unit. 
Job Profile: The programme manager will be responsible for the identification, design and 
implementation (including monitoring) of programmes of assistance relaung to the development of 
sectoral policies in the area of Agriculture and Environment. 

Specific tasks: 

* Assessing needs and designing policy development programmes in the fields of Agriculture and 
Environment, with a view to ensure compatibility and harmonisation with relevant EU polictes 
and standards. 

* Elaboration of strategy papers, reports and drafting of financing proposals 

* Drawing up terms of reference and technical specifications for feasibility studies, tenders 
and contracts 

* Participating in evaluation commitlees and negotiations with contractors 

* Monitoring and supervising project implementation 

* Appraisal of contractors” reports, approval of payments and preparation of contract amendments 

* Maintaining a close dialogue with the public authorities, independent institutions, beneficiaries 
and other donors active in these fields 

* Representing the Agency at meetings. including donor co-ordination in the sector 

Candidates must have: 

* The citizenship of one of the Member States of the European Union 

* University degree in agricultural economics and/or environmental studies 

* Minimum of 10 vears professional experience, which should include experience on issues linked 

to agricultural and/or environmental policy development as well as EU agricultural and/or 
environmental legislation 

Previous project experience in Central and Eastern Europe, preferably in the Balkans, is required. 
Experience and knowledge of procurement and general contracting rules and procedures, 
knowledge of EU contracting rules would be an advantage 

Fluency in written and spoken English, including good drafting and report writing abilities; 
satisfactory knowledge of at ieas one other official language of the European Union 


* 


» 


+ 





How to apply: Applications should be submitted by e-mail only to admn@ear.eu.int, with à letter 
of interest indicating the job reference number and a detailed CV in English using the "European. 
Curriculum Vitae Format’, available on our website bttp//www.ear.cu.inVjobs/jobs.htm 


The Agency is an equal opportunity emplover, and encourages applications from women. 
Applicants will be short-listed on the basis o£ théir CVs, and short-listed candidates will be invited 
for an interview, Candidates who have not been contacted by 31st July 2003 should consider that 
there will he no follow-up to their application. 


Deadline for the submission of application: ith May 2003 . 


School of Management 


Director 


The Director will lead and manage the School in the next 
phase of its development as a research-led School. The 
new Director will have the personal qualities, skills and 
experience to take the School to its next level. The new 
Director will probably be an academic, but candidates 
from other backgrounds with strong leadership: skills and a 
genuine interest in the Management School environment 
are also encouraged. 


Further particulars may be obtained from the 
Human Resources Department (P), University of 
Southampton, Highfield, Southampton SO17 IBJ, 
tel: 023 8059 2750, e-mail: recruit@soton.ac.uk or 
minicom: 023 8059 5595. Please quote reference 
02P0654. Applications in the form of a full CV 
should be returned by 12 May 2003. 


Working for Equal Opportunities 


< University 
of Southampton 


University of Southampton - 
at the cutting edge of innovation 


The Commonwealth Secretariat is the international organisation 
serving the 34-nation Commonwealth. The Secretariat provides 
technical assistance for sustainable development and poverty 
eradication in the Commonwealth countries, alongside its often 
high-profile work to promote democracy and good governance. 


The Coniionweatth Secretariat 


Special Adviser, Caribbean/Pacific (position deis under review) 
POLITICAL AFFAIRS DIVISION 
Closing date 2 June 2003 


Political Affairs is the lead division in the Secretariat's high-profile programme for the 
promotion of democracy and good governance in the Commonwealth. 


Advising on policy issues, monitoring and analysing political developments in member state 
countries, the ideal candidate will have sound working knowledge and expertise in international 
affairs and conflict resolution. A post graduate qualification in international relations or 
political studies is essential. 


Two Senior Programme Officers (Systems Analysis) 
DEBT MANAGEMENT SECTION, SPECIAL ADVISORY SERVICES DIVISION 
Ciosing date 23 May 26003 


The Special Advisory Services Division provides advice and techüiical assistance to member 
governments and regional organisations in the areas of trade and enterprise development, debt 
management, and the facilitation of investment. 


Analysts/programmers with experience in financial software development are required to join. - 
a team responsible for the analysis, development, and maintenance of the Commonwealth 
Secretariat Debt Recording and Management System (CS-DRMSY. A degree iri computer 
science or information technology is essential, together with programmáítg experience in 
Borland DELPHI tor a similar programming environment), and Oracle or MS SQL Server. 


All positions are based in London. We offer a three-year appointment in the first instance 
with @ competitive pay and benefits package. Applicants must be Cominus citizens. 


To apply for these positions please visit our wehsite 

We regret that it will not be possible to acknowledge appicadons. 
Onty shortlisted candidates will be contacted. Queries should-he dir 
Asha Gill on +44 (M20 7747 6191, ; 


Interviews will be held around 
invites to interviews. will. be at 


This competition mä be sed to 
other similar posts, att 
lower grade, 


The Commonwealth Se 
is committed to an equ 


opportunities poli 
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PRICEWATERHOUSE(COPERS (9 


ExECUTIVE SEARCH & 


ECRETARY 


MUTHAIGA COUNTRY 





Muthaiga Country Club, founded in 1913 owns a unique place in the 
history of Kenya and Africa and remains a vibrant club-of-today, 
valued by its 2800 members, its extensive network of reciprocating 
clubs and commanding international respect. 


To maintain its leadership, Muthaiga now seeks an outstanding Club 
Secretary who will be a visionary business leader with well-developed 
communication skills and a high level of integrity. Reporting to the 
Board of Directors, the Club Secretary will play a key role in 
implementing business plans in the evolving market of the Club and 
will be a vital link between the business and the Members. 


The key responsibility will be to lead the Club to meet both short and 
long term objectives and optimise the utilisation of the Club’s resources 
to exacting standards. In addition, the candidate will propose strategies 
and policies. 

The candidate will also be responsible tor maintaining relationships 
with the Members and reciprocating clubs whilst maximising financial 
performance, Members' satisfaction and staff development. 


Y CLUB, KENYA 


The ideal candidate for this position will have strong business skills 
with an impeccable record of accomplishment in planning and 
VE performance standards and continuous improvement of 
service quality. Thev would have at least three years’ experience as a 
CEO or equivalent in an international hospitality environment with a 
business degree (Hotel/Restaurant Management), MBA or dther 
reievant qualification. in addition, the candidate must have 
demonstrable knowledge of hotel operations, planning and budgeting 
and experience of the formulation and execution of marketing 
strategies for multiple products to achieve demanding targets. 


This is a high profile international appointment for which our client will offer 
a competitive remuneration package and a two-year renewable contract. 


If you believe you fit the required profile, please write in confidence 
not later than 25 April, 2003 quoting ESS/366 on both letter and 
envelope to PricewaterhouseCoopers, Executive Search & Selection, 
PricewaterhouseCoopers Consultants Limited, The Rahimtulla Tower, 
P.O. Box 43963 Nairobi, Kenya, Telephone: 254 (2) 2855000. 
Fax: 254 (2) 2855001. E mail: ess. ke@ke.pwcglobal.com 





Principal Knowledge Management Specialist 


The position will be located in the Regional and Sustainable Department (ASOD) of ADB. RSDD primarily formulates, updates and 
monitors ADB's thematic and sector policy strategy. R establishes quality standards to ensure technical excellence of ADB's products 


Established in 1966 and headquartered in Manila, 


SELECTION — 


and services delivered to client developing member countries. 


The position will serve as the focal point for ADB-wide knowledge management initiative, provide leadership in developing and 
implementing ADB's knowledge management agenda and facilitate the creation of a learning environment within ADB for sector and 
thematic issues. The position will champion effective knowledge sharing and help build communities of practice in ADB. 


Description of Responsibilities 
MP Lead the preparation and implementation af ADB's 


management activities with other public and private sector 
institutions to further knowledge sharing within the 
development community; 

Create efficient knowledge sharing systems, procedures and 


knowledge management framework and moniter the a 
achievements and progress made; infrastructure and 
B Develop processes, grocedures and strategies for a" 


related to sector and thematic issues: 
MW Provide a knowledge management help desk function to 


Í 

| 

i 

| 

| : knowledge management and sharing of information 
| ADB's sector and thematic committees and report 
| 


Measure the value of knowledge and knowledge management 
practices of ADB. 


| Selection Criteria 


Postgraduate degree in economics, management, engineering, 


At least 7 years of relevant professional experience and 
significant exposure ta the development of sector/thematic 


Experience working in development in multiple countries and 


A thorough understanding of multilateral development bank's 
lending and non-lending operations, policies and procedures; 
Proven ability to present complex issues succinctly and 
convincingly to a large variety of audiences ranging trom 


regularly on the effectiveness with which these | m- 
committees operate; | communication, social science or related fields; 
mw Coordinate preparation of reports and databases of the a 
sector/thematic committees, 
WE Promote an awareness campaign on knowledge nolicies and strategies: 
management and keep ADB staff, Management and Board E 
informed and involved; multicultural environments: 
GNO Represent ASOD in the Knowledge Management i 
^ Committee Secretariat and assist in all matters related to 
smooth functioning of the Secretariat: B 
WM Coordinate with all departmants/offices concerned on 
knowledge management issues ta enhance synergy Senior management to staftand 
among various departments and offices; s 


BE Network, coordinate and harmonize knowledge 
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Ability to work effectively in a team environment and to 
organize, lead and manage teams, 


Philippines, ADB's multicultural staff come from about 50 

member countries. ADB offers an internationally 

competitive salary paid in US dollars, Salaries and benefits io 

are generally free of tax except for citizens of some- i 
countries, primarily the USA and the Philippines, whose — "ob 
incomes are taxed by their respective governments. While ciiis 
the position advertised is for ADB Headquarters in Manila, © 
Philippines, ADB staff must be prepared to serve in any 

focation outside the Headquarters at the discretion of derum 
Management, Applicants must be nationals of one of ADB's |o 
member countries, international experience will be taken COGEO cuia 
inta consideration. 


Apply online at http;//www.adb.org/Employment/appform.asp xS 
or send application, quoting Ref No. EXT-PSOJ3.05103)-H1S0D, 
by 3 May 2803 to: 


Human Resources Division 
. Asian Development Bank 
PO. Box 789,0980 Manila Philippines 
Tet: ui 4444 * Fax: 636-2550 





Women are actively encouraged to apply. 


Due to the large number of applications normally received, 
ony shortlisted candidates will be notified. Applications: 
submitted without quoting the job reference number will 
be entertained. 2 


———— GER RE Pertenece e tT eet Pt et a A RHET AA at ak rei " ra AY et Ho ee GEA — 


s4 Appointments - 


JOB HUNTING INTERNATIONALLY? 
Executive $75K-S00K+. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 
+4420 75048280 
"66 26308 


Temporary Programme Manager (Ref HNDC 02) 


£30,000 - £32,000 (or negotiable for the right candidate) 
(Temporary cover for maternity leave, expected to be from 
June to the end of 2003). 
A highly motivated and experienced manager, you will have substantial- 
. experience of programme and project development. Specific work during 
< the cover period will include ensuring delivery of our £6.8M year 3 
programme, and. overseeing the development of the strategy and 
: : programmes for years 4 to 6. Knowl edge of Project Cycle Management 
|: techniques will be an advantage. | 
d New. Heart. for Heywood i isa community-l ed regeneration partnership. We 
| are about to enter our 3? year of operation, having been awarded £52M 
] under the Government's 10 year New Deal for Communities programme. 
.. Within the 5 theme area of education, housing and environment, jobs, 
] health and crime, we have a particular focus on the needs of children and 
' young people. 
< We are looking for someone who will be committed to being part of a 
Successful team, and can bring enthusiasm and dedication to worki ing with 
the local community to achieve its ambitions. 


USA/Canada 
Europe 
Asia / M. East / Aus 


Fconomist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION CONTAC LE 


London 


Ruth Fox 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
E ruthfox @ economist.com 
5 For further information and an application form please ring 
= Mirella Dekker on 01706 694521. Applications to be returned 
E by 12 noon on Wednesday 30" Apri, New Heart for 
= Heywood is an equal opportunities employer. We welcome 
1. applications from local people, but all applications will be 
treated on their merits. 


New York 


Beth Huber 
Tel: (212) 541-0500 
Fax: (212) 445-0629 
bethhuber @ economist.com 





Technical Adviser 

£36,411 — £48,783 (Taxable) 

(It is expected that you will accept the appointment at the bottom range in all but the most exceptional circumstances). 
Dar Es Salaam, Tanzania 


At DFID, our central focus is on an international commitment to halving 
the proportion of people in extreme poverty by 2015 — through sustainable 
development, education, and better management of natural and 


operate consistently with a focus on achieving results and inspiring others 
to do the same, Three years' experience in HR management is essentíal, 
and you should complement this with an in-depth understanding of the 


physical environments. So we're looking for individuals who can bring skills, 
understanding and patience to even the most complex development activities, 


The Foundation for Civil Society is one of the largest support mechanisms 
for civil society in Tanzania. The Foundation is committed to enabling civil society 
to play a significant part in the national poverty reduction process through 
addressing capacity building and the financial needs of civil society 
organisations ~ focussing on policy engagement, governance, advocacy 
strengthening and safety networks. 


The Foundation is a young organisation ~ and all those involved in its work 
recognise the need for active support to help it fulfil its mandate and offer 
quality services. This will be your focus - offering mentoring and on-the-job 
support for all staff, in areas like problem-solving, team work, time 
management and conflict resolution. 


You'll also concentrate on the capacity-building remit of the organisation 
through strengthening management approaches — in particular, those that 
improve leadership and support contracted organisations and personnel. 
Assistance and backstopping in building overall systems will also be 
important, and you'll help identify areas where technical assistance contracts 
ensure the Foundation functions effectively. 


A wide range of experience and skills will be called on from day one. With 
at least seven years' experience living in and working with civil society 
within a developing country context, and a Masters degree in development, 
you'll have a background in mentoring and advisory work — and you'll 


Se al 


INVESTOR UN PEOPLE 










organisational development needs of civil society in sub-Saharan Africa. 
Knowledge of poverty policies and civil society, communication skills and 
training and mentoring abilities go without saying. — 


This is a pensionable, two-year fixed term post subject to a six month 
probationary period. There are also additional benefits, including variable 
tax free allowances and a flexible travel package. 


The Civil Service offers a choice of final salary and stakeholder pensions, 
giving you the flexibility to choose the pension that suits you. 


DFID is an equal opportunities employer. Applications are welcomed 
from all parts of the community and we actively encourage interest 
from women, ethnic minority groups and those with a disability. Selection 
is on merit. Candidates must be nationals of member states of the European 
Economic Area (EEA), Swiss Nationals or citizens of the British Commonwealth 
with the right to work in the UK. 


For more information on this vacancy, DFID in general, and an electronic 
application form, visit our website. Alternatively, call 01355 843109 

or e-mail hrod4b1 @dfid.gov.uk to request an application pack - 

quoting Ref. AH375/4/AH. | 


Working to eliminate global poverty and promote 
sustainable development 


ILL SERVICE 





Department for — 
. international 
Development 


~~ www govak ae 
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University of Hohenheim 
Stuttgart, Germany 
http://www.uni-hohenheim.de/ 





The Faculty of Agricultural Sciences invites applications for the position of 


Full Professor (C4) of Rural Development Economics and Policy 
(Entwicklungstheorie und Entwicklungspolitik für den lándlichen Raum) 


at the Institute of Agricultural Economics and Social Sciences in the Tropics and 
Subtropics. 


Responsibilities: 

The candidate will conduct research and teaching in the field of rural 
development economics and policy. She/he will participate in the 
interdisciplinary research programs of the university's international centres. The 
appointee will teach at the undergraduate and graduate level both in English and 
German. Applicants without knowledge of German are expected to learn the 
language. 


Qualifications: 

Doctorate degree plus post-doctoral record of excellence in scholarly research in 
the above mentioned areas and teaching experience to warrant appointment as 
full professor. 


The University of Hohenheim strongly encourages qualified women to apply. 
The position will be tenured. Candidates who have not served as a university 
professor will initially be appointed on a fixed-term contract basis. Exceptions 
may apply for candidates from foreign countries or from the private sector. 


Applications including curriculum vitae, documentation of academic 
achievements and teaching experience, and a list of publications marking the 
five most important ones are to be sent to the address below by June 15, 2003 


Dean of the Faculty of Agricultural Sciences (300) 
University of Hohenheim 
70593 Stuttgart 
Germany. 








LECTURER/STATISTICIAN 
Statistical Institute for Asia and the Pacific (SIAP) 


Chiba, Japan 


The United Nations Economic and Social Commission for Asia and the Pacific 
(ESCAP) invites applications for the above post, which will fall vacant on 1 July 
2003, from persons with academic qualifications in statistics. : 
Duties involve conducting professional training on survey. methodology, economic 
statistics and the 1993 SNA through lectures, workshops and practical sessions for 
official statisticians in the Asia/Pacific region; undertaking training missions to 
member countries; and preparing and updating training materials and handouts 
including practical exercise and case studies for courses organized by the Institute. 
(Please see detailed vacancy announcement at the UNESCAP Website 
«www.unescap.org».) 
Requirements: Advanced university degree in statistics/mathematics and/or 
economics with about ten vears of practical experience relating to professional 
work in official statistics and particularly in the areas of surveys, macro-economic 
statistics and national accounts. Experience and/or knowledge of economic and 
social development problems and the use of statistics in policy analysis and 
formulation in the developing countries of the Asian and Pacific region is highly 
-| desirable. Exposure to problems and needs of LDCs, island developing countries 
<E and countries with disadvantaged economies in transition is also preferred. Ability 
and experience ín teaching and conducting training sessions and familiarity with 
(Doo statistical software packages will be an advantage. 

| . Remuneration: Depending on professional background and experience, the post 
carries a minimum net annual remuneration of US$87,415 (without dependants} or 
US$93,648 (with dependants) plus other benefits and allowances. Initial one-year 
appointment with possibility of extension. 

Qualified women are encouraged to apply. 

Applicants are requested to complete a United Nations Personal History Form 

(P.11), available at the UNESCAP Website «httpZ/www.unescap.org/jobs/jobs. html. 


- All applications should be sent to Chief, Human Resources Management Section, 
Administrative Services Division, UNESCAP, United Nations Building, 
Ratchadamneon Nok Avenue, Bangkok 10200, Thailand. Fax: (66 2) 288-1045 or 
288-1000. 

Email address: <escap_rpu_va@un.org>. 

l1. Closing date for receipt of applications: 18 May 2003 

— Due to the volume of applications, only candidates under positive consideration wii be talonmed m the outcome. 


The Economist April 19th 2003 


















ereenn nienn mere reir i t A e mrt a tra raa a ama aed p ra meee 


MAR PA RC PER ITE MARMAPIBNAVUANIBAMMUIHAUN PORA ALADDIN AEE SELMA A 


A E MER ENTE EE Te NETTE naa NN ttm rara rrr re T a P e rae Uh AH 


SENIOR RESEARCHER/ANALYST 





WARFARE ANALYSIS AND RESEARCH DEPARTMEN | 
CENTER FOR NAVAL WARFARE STUDIES | 
NAVAL WAR COLLEGE 





The Warfare Analysis and Research Department seeks candi 
position as senior researcher/analyst. The Department provides 





analysis 


decision makers on strategic, operational. and programmatic issues, focusitig 


especially on the future U.S. Navy. 


The successful candidate will join a collaborative, multi-disciplinary team. 


conducting research on complex questions from multiple perspectives, 
Responsibilities include identifying and monitoring high-priority issues for the Navy 


and national security community. Recent studies include a strategic futures analysis — 
for the Office of the Secretary of Defense: required capabilities for a littoral combat. 
ship for the Chief of Naval Operations: and a Latin America futures project. 


Proposed projects include sea-basing and new missions for submarines. 


Essential qualifications include an advanced degree; knowledge of international 


affairs and issues affecting the Navy and national security, knowledge of decision- 
making processes within the Navy and defense community; flexibility to address: 
issues involving multiple disciplines; experience using sophisticated analytical tools; | 
ability to produce high quality results under short deadlines; and ability to work i 


effectively with senior leaders in the military, academia, and the private sector, 
Desirable but not essential qualifications include military experience in a warfare 
area; knowledge of operations research; experience in Navy or defense planning; 
experience using decision support tools; and experience as a workshop facilitator. 


The anticipated starting date is late summer or early fall 2003. This position requires | 


Wes for a faculty | 






































a Top Secret clearance and a drug screening test prior to appointment and randomly: I? 


thereafter. Candidates should submit a curriculum vitae or other form of resume to. T 
President Code 3 (Attn: WAR Dept Search Committee), Naval War College, 686. | 


Cushing Rd., Newport, RI 02841-1207 no later than 15 May 2003, Candidates 


claiming Veterans preference must provide a copy of the DD-214 (Record of | 
Military Service), and if claiming 10 points, an SF-15 (Application for 10-point | 


Veteran Preference) with appropriate Veterans Administration certification. 
The Naval War College is an Equal Opportunity Employer. 
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BCA Research 
Managing Editor 
(Commodities & Energy) 


Established in 1949, BCA Research (BCA) is a leading independent provider of international 
investment research. One of the world’s oldest and largest independent financial market. 


research firms, BCA's in-depth analyses and forecasts of global capita! markets, business l lbs 


conditions and investment prospects have samed it a global reputation for reliability, editorial 
independence and integrity. With its stable of highly respected monthly publications, weekly 
strategy services, daily online research as well as customised research and consulting, BCA 
serves the investment community in over ninety countries worldwide. — 


Tur ROLE ré 
initially, to develop and create an investment service for commodities and energy. - : 
W Writing the publication. 

W Ensuring the growth and reputation of the product by carrying out original and insighttut 
research and by maintaining and developing proprietary market indicators. x 


@ Management responsibility for research staff related to the product. 

W involvement with the marketing of the service. 

@ Participation with other Editors in setting BCA's economic and market views. 

WE Client contact regarding commodities and energy, including conference participation. 

E Developing relevant professional contacts in industry, financial institutions, the - 
govemment and academic institutions. 

Requineo SKILLS PERSONAL ATTRIBUTES 

Æ Several years of experience in M@ is  highiy-motivated, hard-working, 
commodity, energy and financial market curious, self-starter and has a strong 
research. desire to be the best in his field. 

8, Giobal perspective of economic and W Must be concerned with accuracy and be 
market trends. able to work to tight deadlines. 

€ Strong educational background with Wi Entrepreneurial and wants to work for a 
minimum of a BA/MA in economics. CFA small but dynarric company. 
certification would be an advantage but  W& Ability to work closely with peers in an 
is not vital. intense but friendly and non- 

E Strong writing and communication skills; bureaucratic environment. Able to 
good research abilities. handle stress. 

EE Must have a keen interest in financial $ is ambitious and eager for a chaftenge 


markets. and opportunity, 





MONTREAL BASED | — 
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86 Tenders E Announcements 


f a Tourism and industrial Development Company i 
E of. Trinidad and Tobago Limited 





REQUEST FOR LETTERS OF INTEREST 


THE STATE ¢ OF 7 ISRAEL 
Letters of Interest are invited from qualified and experienced Investment Finder firms 
MINISTRY OF AGRICULTURE AND RURAL DEVELOP MENT and individuals wha wish to be considered for assignments with the Trade and 
— Investment Unit of the Tourism and Industrial Development Company of Trinidad and 


| Pre-qualific ation of candidates for a consultancy tender, Tobago Limited (TIDCO). 





"Strategy for Israel's Agriculture" 


The assignments will be in the following areas: 


E Electronic Device Manufacturing 
1. The Ministry of Agriculture and Rural Development is E va Devic Manufacturing 
: 3 . r 1o iy , : : > ` asies and C nemicais 
planning to publish a tender for the following consultancy IV. Contact Centres and Back Office Operations 


services assignment: Provision of advice in developing | V. Hotel and Conference Centres 
a strategy (vision) for the growth of the Israeli agricultural 
industry as an independent economic sector, bringing 


Firms and individuals who are interested in being considered for assignments should 
submit information on the following: 


into consideration the national goals of settlement spread General and specific experience of the firm or individual 

and distribution, maintenance of a sustainable agriculture, Identical assignments conducted (with references and contaet information) 

$ TURNS j : Similar or related assignments conducted in both developed and developing 
and preservation and development of the rural regions. M UR 

The assignment will include: Adequacy and availability of resources to carry out the respective assignments 


A.Development of a strate gy for a detailed Curricula vitae of key personnel and language capability 
. | n | : ] aS | Proposed approach to assignment and to transfer of technology 
comprehensive plan for the next five » ears (a list of Audited financial statements for the last three (3) years 
objectives, goals, and ways of achieving them). 


B. Analysis using the “SWOT” (Strengths, Weaknesses, Piease note that this invitation is not a request for technical proposals, 
Q pportunities and Threats) Or similar type Letters of Interest (with accompanying materials) should be submitted by April 30* 
methodology. and determining the position of Israel's 2003 to: 
agriculture vis-à-vis its competitors. Var était 
E: * t X s 4? : i PORTS Industry Specialist 
C.Critical analysis of Israel's agricultural policy, as was Tiered avi Amini ud 
and is in reality in the past and at pr esent. Tourism and Industrial Development Company of Trinidad and Tobago Limited 
D.Suggestions for paths of action and policy tools for Level 4, Park Plaza, 60-70 St. Vincent Street, Port-of-Spain 
: : ba £ ag we Republic of Trinidad and Tobago, West Indies 
putting into effect the proposed strategy, as well as | Noli hdea1s- 30014. Vor 20 
recommendations as to the patterns of government | E-mail: chuckradeoginidoaco 


intervention in implementing the policy, These should 
include a definition of the future role of the Ministry | 

of Agriculture and Rural Development in the || Business & Personal. 
implementation of the suggested operation plan. 


2. Towards the announcement of the tender, it was decided 
to carry out a pre-qualification process in order to develop 
a short list of potential companies to be considered for 
the task. The criteria for candidate selection are: 


A. Proven experience in strategic consultation to 
developed countries, in the agricultural sector and 





CANADA...a world of opportunity FOR SALE 


Unique Leisure Travel Business 










www.akcanada.com 
Prec crane corexdtadion. 24 hours per day, 7 days per week 
Abrams & Krochak 
Canadian Immigration Lawyers 


2503 Merton Serea, Saee J, anontén, Cama, hát 11 
Tel. a4 iD 16 ABZ FART Bax. è ee HI DUNT. 





Huge, swift, growth in this niche sector d 
Largest player by far - Diract-Sell to clients 
Established business, high repeat clients 
Niche largely untouched, by intemet 

- business has acquired proven Web Team 
Turnover £22-£23m A protitable, last year. 
Next 12 months £60-£70m t/o, material 
pre-tax, 
Growth to £100m t/o in 18 months, 













rural domain, within the last decade. | oO F F S H O R E esamas ye ancit 
B. Advantage to companies with proven track record of | | ENSE WM & 252 age 4070 i 
consultancy to large agro-business firms. || @ IAX-FREE Large call ontra and conventional ade 
C. The candidate will have to indicate M E in | | Companies world-wide ed s 
d : ontact: James Calton, 
Israel. Formation and administration of Overseas Travel Brokers, 
‘ ae oe ee s. ge na . ; nies, Opening of bank accounts ide t , Hali 1 
3. Companies interested in being included in the consultants. || du ebiaiegg Ron Eee DT. 
short list should send us a candidacy proposal with UATEDEINCHOM Email: g jcalton@otbt.tsbusiness.co.uk 
detailed prior relevant experience as stipulated in par. LONDON fero AUR aa 
2 above, and the composition of the team that would LAVECO Ltd. | - 
execute the task (with their curriculum vitae). || | Tel: +44-207-556-0900 
This announcement does not constitute a tender. The du Pads dh dud 
E-mail: londont?laveco.com ee 
Ministry of Agriculture and Rural Development reserves BIG. MF mM . 
the right to add to the short list companies that did not | Tel.: 436-1-217-96-81 First/Biz Class Air Tickets 
present their candidacy via this announcement, and to Fax: +36-1-217-44-14 | Save 40%-70% off First & Business : 
have them p artici pate in the tender. E-mail: hungary@ daveco.com | iem Sis ksa : HM ; 
ROMANIA urope $2795/Biz, Asia /Biz, 
4. The Bidder has to send the bid for his candidacy to the Tel.: 440-722-226-329 india/Africa/Australia $3295/Biz. 
Ministry of Agriculture and Rural Development, Fax: 440-21-313-7177 Aas xm. Very qabitable 
x E-mail: romania(£ilaveco.com i : 
Department of Tenders, P.O.B. 30, Beit - Dagan 50250, AVEO "Maior Aines.. Guarintesd Paper 
ISRAEL. — CYPRUS ci | Tickets. Creative/Custom Invoices 
Please indicate on the envelope: strategy for Israelis Giu Ue M qa Available. T 
A ericultute. SN UA Tel: 1-604-325-9009 
g E-mail: cyprus@laveco.com Fax: 1-604-321-9314 
The Bid must reach the Tender Department no later than EE Maias 
May 12 2003. www.businessclassairlinetickets.com 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


SCF 1 ‘Yor OFFSHORE & UK COMPANIES @ the best prices contact us today) ) 


GROUP 
EST. 1989 " =y Ye LONDON: For immediate, friendly advice, please contact: 
———— M — —— iA sit our FT Magazine Recommended interactive webs DA 90-100 Svdnev St. Chels 
LICENSED CO. ‘Yor a FREE brochur wr N ‘, ^" € ied Mr on 594. Helen Harper LL. Sc (Hons) 
& TRUST MANAGEMENT | gcse poids de E-mail: helen@sctorou i son&»sctgroup.corr 


EH-N— / Arww.scfgroup.com B Tel:+-44 (8) 20 7352 2274 


Y' 444 (A) 20 7795 0016 f » Y vv wes n . 
Fa 44 II ZU Jo UU 10 F-mai anasa scigroup "am 











Offshore Corporations IMMIGRATE TO CANADA « 
ks d . “W e Can Help” AN INC REDIBLE 
Ban , Trusts, Foundations a A Rit AT INVENTION : N 
Bank A/Cs, Credit Cards 7 viale stapani eied Proven to cut electricity costs by up to 40% = X 7 X 
— — ——Q— Manufacturer seeks UK and overseas ` iW. 


www.GLOBAL-MONEY.com 
SARAL M@elobal-money.com 
Fax: 43120-5241407 


SM : a E 
SES e 
accounts 4 


^u | M n ~ 
distributors for this top quality high tech 


product with amazing customer demand 
Tel: +44 (0) 1872 223000 


Fax: +44 (0)1872 2643 


Readers are Recommended Company CE) Exp For injormatron par 


to make appropriate enquires . 
and take appropriate advice offshore companies 


formation and 
etre sending money cess qa OFFSHORE 
any expense or entering into a 





www.swiss-bank-accounts.com 








OFFSHORE SERVICES 











binding commitment in relation to ( own Expert advice at affordable prices 
an advertisement The WWW.GOM-EXP.COM . credit carc 

Economist Newspaper Limited tel: +44 (0) 20 76269619 | Casino licenses, captive insurance, gyre tee pec RED 
shall not be liable to any person fox: +440) 20 76369617 IBCs etc ss te: teins thetic’ eed! gr casa atn ci 

for loss of damage incurred or e-mail: econ@eom-exp.com a lc pb do 
suffered as a result of his / her 314 Regent Street | www.anjouanoffshore.com MORD Wenn MENS 

accepting or offering to accept London W1B 3BG, UK North American rep: Tel: «1 1305] 579 5344 

an invitation contained in any M m | 41 416 573 8243 salaSovereignGroup.com SovereignGroup.com 
advertisement published in The Ov rus tt Lithuania 





Economist kraina United States 


2 ifii atvia 
f Armmeroa Ue 
——— 






OFFSHORE E 


F«44 (1624) 81100 


COMPANIES p 


Ray nond Choi 


-|T TOOK 





, 90 Y FA RS With over 25 years experience in b 
facilitating offshore and international obmGooreesia.com 
: TO MAKE 4 ™= « business, we deliver workable and cost deno 
JACOB KOZINN | | a m 
; TH | S S U IT FOURTH-GENERATION $ 4 
° SAINT LAURIE TAILOR | 

` C" ince 1913, Saint Laurie | 

ùJ has created some of 


the finest men's clothing 
in New York City. We 


effective solutions. 
| td (20) 7317 061 
e Solutions for Expatriates ocrauk & ocra.com 
' IE | LUXEMBOURG 
e Trading or investing internationally Gianni di Ban 


ted 


l'«352 224 28 
luxembourg © ocra.lu 





sew that experience into ; 
every custom suit, sport- e Setting up a business overseas 
coat, tuxedo and shirt 


we make. You should be 
pleasantly surprised by 
our prices — and when 
you get your suit in just 
three weeks. 


SAINT 
[AURIE 


wactehent Lil, 


aS 


SINCE 1913 


22 West 32 St., 5th floor NYC 
M-F.9-6 Sat.9-5:30 212 643-1916 





SINGAPORE 





t+65 6337 7883 
F465 6337 6211 
singapore © ocra-consulting com 
Contact David Stevenson 

FINLAND 


for further information: Tä Sahigrer 


T: +44 (1624) 818899 sous D aot oie 


ocra@ ocra.fi 





MAURITIUS 


Dh Ymes? N 3 fh 


E: business@ocra.com 


ocra@ ocra-mauritius.com 


ocravondwoag 


www.ocra.com 





| WWW.SAINTLAURIE.COM 
The Economist April 19th 2003 


















87 


il Economic and financial indicators _ 


Overview 


Industrial production remains weak in Amer- 
ica. Output fell by 0.5% in March, leaving it 
only 0.4% higher than a year before. How- 
ever, there were signs of a rebound in con- 
sumer spending and confidence. Retail sales 
rose by 2.1% in March, well above the con- 
sensus forecast. The University of Michigan 
consumer-confidence index rebounded from 
77.61n March to 83.2 in April. America's 
trade deficit in goods shrank a little in Febru- 
ary but the 12-month deficit rose above $500 
billion for the first time. 


Consumer-price inflation eased in Britain to 
3.1% in the year to March. The underlying 
rate, which excludes mortgage-interest pay- 
ments, stayed at 3.0%, somewhat above the 
government's 2.5% target. However, finan- 
cial markets are still expecting the Bank of 
England to cut interest rates from 3.75% to 
3.5% in May. 


There were further signs of recent economic 
weakness in the euro area. Austrian Gop fell 
at an annual rate of 0.5% in the fourth quar- 
ter. Italy's industrial production declined by 
1.2% in the year to February. However, pros- 
pects may be about to improve in the euro 
area's biggest economy. In Germany, the ZEw 
expectations index rose in April, suggesting 
greater confidence about economic recovery. 





Data on more countries, as well as currency tools, 
tables and charts for shares and indices worldwide 
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Output, demand and jobs 


% change cn year ago 





















































The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % rate 
latest — — qt' — 2003 — 2004 — latest —  — latest — — | latest year ago 
Australia +30 046 +16 +30 +36 +23 Q4 +54 06  62Mar 64- 
Austria o +13 Q4 -05 +10 +19 -15 Dec +09 De 4.3 Mar 4.0 
Belgium +16 4 +08 +12 +22 ^: - 16 feb — * 3.5 Jan 11.7 Mart 10.8 
Britain +22 04 +17 +19 +25 +01 fe +32 fe 5.1 Fe! 51 
Canada +39 Q4 +16 +28 +33 +42 Jm -02 Jan 73 Ma 77 
Denmark +09 Q4 -01 +15 +23 +33 feb +5.8 feb 5.7 Fb 50. 
France — — *17 à +09 +12 +23 č + 2.0 Feb — - 19 Dec 9.2 feb 88 
Germany +05 Q4 -01 +04 +16  -— +0.2 Feb +04 feb 10.6 Mab 96 
Italy — — — *10 06 +17 +10 +20 -12 Feb — «19 Not — 903a 90- 
Japan — — 28 Q4 +22 +07 +08  4—. — +42 Feb — - 0.2 feb — — 5.2 Feb — 5.3 
Netherlands — «0.4 06 - 0.4 +06  *19 - 16 Feb — - 2.5 De — 4Bfeblt 37 
Spain —— — +21 06 +14 +21 +27 o + 2.5 Dec — | + 2.5 Jan — 119 feb 111 
Sweden +13 06 +12 +17 24 -18 feb +42 Feb 45 Feb! 4.0 
Switzerland — «0.8 Q4 +14 +08 +18 č T21 04 228 Dec — 3.9 Maf 2.6. 
United States — « 2.9 Q4 +14 +22 433  .— +04 Mar — *2.1 feb — 5.8 Mar 57- 
Euroarea — +13 Q +07 +10 *21 £07 Jn +27 Jan 87 feb 81- 
*% change at an annual rate. tNot seasonally adjusted. tNew series. TT Dec-Feb: claimant count rate 3.1% in Mar. SEU harmonised rate 
8.9% in March. * *Dec-Feb, new series, 
Prices and wages 
% change on vear ago 
The Economist poll 
.. Consumer prices consumer prices forecast Producer prices _Wages/earnings _ 
re Weal: latest yearago — 2003 — 2004 ^ ^ latest — yearago latest year ago 
Australia — — «3.0 Q4 «31  - t27 +23 t l6 0&4 -0.2 +39 Q4 +49 
Austria +17 feb +19 +17 +13 +20 Mr -03 + 2.2 feb + 2.5 
Belgium — #18 Ma +27 +15 + 14 +03 feb -06 +22 04 43.1 
Britain «31 Mar +13 +28 +25 — 419 Ma -01 «30 feb 25 
Canada — +46 fe +15  — t30- +42 ^23 Hb -1i - LB Im 237. 
Denmark +29 Ma +26 +23 +20 +07 Mr +08 +39 Q *41 
France + 2.6 Mar + 2.1 Fac MM X14... +28 feb 14 435 06 39 
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Money and interest rates The Economist commodity price index 
1995=100 xdi « 
Money supply” "ME Interest rates % p.a. (Apr 15th 2003) — =< < < : 3 change on E 
* change on year ago 3-mth money market — — 2 year 10-year gov'tbonds ^ corporate Apr8th — Apr 14th Rad pi E 
S, narrow — broad — — latest — yearago  govtbonds — latest yearago — bonds — marci TT EES mn 
Australia ieee! 211.8 —€ +10.3 feb — 480 o 452 2. 456 |. 240 c 6.33. 6.22 — All items 75.8 75.6 212 +496 
‘Britain — «62 67 Rb — 363 ^ 413 ^ 357] ^ ^ 446 ^ 520 ^ 601 i — — p8 i 03 dil 
Canada 457 + 3,7 Feb 3.22 2.38 3.84 5.12 5.71 6.97. — — enemas tid MM ee eI since nce in i 
Deut ^7 6 70:08 7799 a "uad ou 00a: deme | 
Hu. Noc 01444 709 - 90 05 0€ 14... a EE ues IN. 
Sweden #04 +52 jn 3.41. 4.288 3.66 470 558. 416 7 1112 NEN BR n 79.4 70.3 #162. 
Switzerland +12.9 +87 feb ——— 0.30 2159 0235 — 2.56 ^ — CC AME TIME. . HOT, NE. 686 — - 51 + 08 
Himsa 14 7.3400 "qur "uae ee 7070 07 107 Sunt ides 
Eumareal — :103 + 8.1 fe 256 — 340 262 £16 531 458 Mtem. Al E EE Ef 
*Narrow: M1 except Britain and Sweden MO, broad: M2 or M3 except Britain M4, Germany for bands. Benchmarks: US 30-year 4.95%, Japan Euro index | 
No.248 0.66%. Central bank rates: US fed funds 1.2595, ECB refinancing 2.5095, BOJ overnight call 0.002%, BOE repo 3.75%. Sources: All items. NE 93.4 dos RM 9 22 UPS ds 2.7  -10.3 
Commerzbank, Danske Bank, J.P. Morgan Chase, Royal Bank of Canada, Stockholmsbórsen, UBS Warburg, Global Insight, Westpac, Thomson Yen index 
Datastream, Rates cannot be construed as banks’ offers. Ail items 96.7 96.7 -01 + 0.5. 
Gold Di | 
Stockmarkets $pero — — 322.80 ^ 3206.20 ^— L8 *93-— 
Market indices West Texas Intermediate » 
% change on $ per barrel — 28.03 — 28.65 — - 9.0 4138 
mu 2003 one ] record Dec 31st 2002 * Provisional. | Non-food agriculturals. 
Apr 15th high low week high in local in $ 








see opt het ea tas MR ae ae eee ie ES RR ee SR oe (currency — terms — 
Australia (All Ordinaries) 2,932.4 — 3049.6 — 2,673.3 —  - 0.3 — -148 ^ - 14 *59 
Austria (ATX) — — — 11910 12113 11202 ^  - 12 ^ -314 ^ * 36 +65- 
Belgium (Bel 20) — 1,8911 2,0741 1,4266 ^ * 39 ^ -486 ^  - 66 - 4.0 
Brtain(FISE100 — 3,916.8 4,009.5 — 3,2870 +12 -435 ^ - 06 - 30 - 
Canada (Toronto Composite) 6,488.2 — 6,837.3 — 6,228.06 = + 0.8 — -43.0 — - 19  * 67 
Denmark (KBX) — — — 1733 1733 1450 ^ « 28 -426 ^ * 42 +72 
Frame(SBF250 — — 1,951.5  2,144.8 — 1,6301 * 11 -556 -50 -23 
. (CAC40) — 2,9215 32103 2,4030 ^ * 10 -57.8 ^ - 46 2.0 
Germany (DAX) 2,834.1 3157.3 2,2030 ^ * 24 ^ -649 ^ - 20 + 0.7 
italy (80) —  — —  — 10954 11424 ^ 9594 ^  » 12 -49.8 ^ * 03 *31- 
Japan (Nikkei 225) — —— 7,838.8 — 8,790.9 — 7,752.31 — - 36 ^  -799 ^ - 86 -98 
~ (fopix) — 788.2 ^ 8654 ^ 7706 ^ - 18 -IRI ^ - 65 IT 
Netherlands (AEX) — — — 288.2 337.3 ^ 2184 ^ « 31 ^ -589 ^ -107 - 82 
Spain (Madrid SE) —— 679.5 683.8 ^ 5768 +24 ^  -407 +72 4102 - 
Sweden (AffarsvaridenGen) — 143.5 — 1534 127.8 + 0.3 ^ -641 ^ - L2 * 15 - 
Switzerland (Swiss Market) ^ 4,6053 — 4,965.3 — 3,675.44 + 31 ^ -45.3 ^ - 06 -11 
United States (DJIA) — 8402.4 8,842.6 7,524. ^ * 18 ^ - -28.3 — + 02 +07 
GRP 500) 8908 ^ 9317 8007 ^ * 14 — -417 ^ * 12 +i? 
~ (NASDAQComp) 1,3910 ^ 14610 12715 +06 -724 ^ * 42 + 4.2 
Europe (FTSEEurotop300)' ^— 8215 890.8 ^ 6827 ^ * 14 ^ -518 ^ - 41 -15 
Euro area (FTSE Ebloc 100)' 693.8 — 757.2 ^ 5657 ^ * 15 ^ -55.3 ^ - 34  - OF 
World (MSCD! — — 1789.31 — 8307 ^^ 7108 ^ *13 Ke -45.5 na - 04. 
World bon Citigroup)? 534.8 ^ 5517 5186 ^ * 06 -31 ma +18 


Trade, exchange rates and budgets 


Trade balance*, $bn B Current account Exchange rate 
latest 12 $bn The Economist poll trade-weighted per 
months latest 12 mths % of GDP, forecast 1990=100 $ 
NEN SMS ONERE MORE RP DN: 2003 — 2004 ApriSth yearago —  — Apri5th yearago ———— RAN Um Ls LL 2 















































Denmark + 8&1 30 — — * 51 dm»  *20 +19 1054 1019 688  — 837 ^ 108 743 573 ^ 22 
France — — — * 89 Rb — +283 feb — *17 +16 — .. 10458 101.6 —— .993. . 113. 146 . — 0 |. ea 
Germany —— (3122.8 Feb + 469 Fb +19 +18  — 101.86 985 — — 093 ^ 113 O 146 o - 0177 ^ — -37 — 
Itay  * 75 hb - &8 Jan  -04 — -03 7459 725 ^ 093 113 146 OT $3 
Japan +95.9 Fb —  — «1150 feb +26 +29 1298 1293 ^ 120 — 131 189 130 = 73. 
Netherlands +29.5 kb + 9.1 Q4 — +32 č +32 10078 979 ^ 0.93 — 113 146 &— - 07 08 - 
Spain — — — - 408 3n ———— - 171 Ue — -22  — -2. 7608 742 ^ 093 113 146 .—-  0J7 ^ . | nit 
Sweden +15.0 feb + 9.9 De +36 +35 796 762 ^ i 8.49 — 103 — 133 916 7.06 —^ 17 
Switzerland + 4.7 feb + 320 Q& — «112 *114 ———— 114.1 1123 —  —— 1.39 1.66 — 2.19 150 116 &à—0 — ma 
United States -503.7 Feb -503.4 Q& — - 54 -53 4 107.8 1218 oc O o - 00 - . 157 108 083 ^ -ii 





Euro area — + 95.5 Jan * 53.5 Jan +08 +08 87.4 78.6 0.93 1.13 1.46 - 047 


nM dM". LRH RENO NENA ENDNOTE POONA ASAE SEGA cn A Aa a a rare —— 9 ———————— Phaea AA APENINA AAAA SIRE PEELED SRDS A SO ty ODO 


* Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. tBank of England except SIMF January average. OECD estimate. 
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Overview 
Economy 
After years of surpluses, China ran atrade % change on year ago Latest 12 months, $bn TN 
deficit for the second month this year. Asa GDP —— Industrial Consumer “Trade “Current reseryos* 
result, the surplus over the past 12 months l production prices ` balance account $bn, latest 
has shrunk to $22.1 billion. The stockmarket China +8.1 04 416.9 Mar + 0.2 Feb 422.1 Mar 417.4 2000 — 309.2 Jan 
wasunfazed,gaining7."bovertheweek. Hongkong — «50 w — -92 u — -20 t — -79 m «38 x 136 
India +26 Œ + 6.4 Feb + 3.9 feb ~ 8.2 Feb +45 (Q3 71.1 Mar 
fi ustrisi piodaétionroscin ndis byez UN TEES = TCR EE T= toed Gane Pa 
in the year to February. However, the stock- Malaysia — «456 œ -09 rb — «16 tb —— 4143 Fb 73 Os — 345 fe 
arket fell by §:6% over the week becuse of ie aa MAR a TIE a 
losses in technology stocks. Singapore — — «15 Q — - 14 fb +04 fb +10.7 hb 418.7 0 — 835 Mar 
South Korea *6.8 04 +10.2 Feb * 45 Mar + 7.7 Mar + 5.] Feb 123.9 Feb 
In Colombia, industrial output rose by5.7% siege T aged me. Boe M 
inthe year to Janusry-Bütfactores in Max: rr EHE a O a O 
ico are less busy: industrial production rose Argentina -36 Q4 +123 fe +317 Ma +160 fb +89 a 103 mi 
by only 1.2% in the year to February. Brazil #34 a — *28 Xe +15.9 fe +16.0 Mar -55 Fb — 384 Rb. 
Chile o +32 Q4 o * 78 feb ^ * 45 Mao * 2.3 feb — - 0.6 04 —— 16.5 Feb 
Colombia —— &— 2.00 a& —— * 5.7 Jm — — * 7.6 Mar ml dec - 155 Q3 — 10.5 Mar. 
Mexico — — +19 05  . + 4.2 Feb o * 5.6 Ma — 7 6.9 feb — -14.5 Q4 52.0 Feb 
Peru — 0: 93 feb | +40 Jn /—— t 34 Mar +03 Jn —- 11 @ — — 9.3 Jn. 
Venezuela -16.7 04  -64.8 Dec — — 4234.1 Ma +139 œ +76 04 8.6 Dec 
Egypt — — — * 3-1 2002} + 42 20021 +30 0e — — - 7.8 9e — « 0.5 Qi — 13.2 Dec | 
Israet — +130 Q ——0 | * 30 Ja — *48 Ma 000 -5. Ma — - 2.1 ü«  — i 23.7 Mar 
South Africa — * 30 04 — *0.4 feb —  *12.5 Mar *39 rb +03 o 0... 6.1 feb. 
Turkey — — — «114 + 44 Feb — 429.4 Mo —  -16.0 3an — - 1.3 De 27.9 feb. 
Czech Republic — « 15 06 — 4 5.2 Feb — -0.4 Mw 60 725 Fb 733 04 04.7 Mar. 
Hungary — — «3. à4 —— * 16 feb oo t4? Was -3.6 feb — - 3.0 feb — — 13.0 reb 
Poland —  — 5— +21 0. — 4l feb — 06 Mar — — -102 fe — - 63 fe — 307 Feb 
Russia — — € * 43 03  * 6.5 feb — +14.8 Ma — 4502 feb — 4383 Q1 —— 49.3 Feb _ 


"Excluding gold, except Singapore; IMF definition. tear ending June. t New series. 











Financial markets 
Currency units Interest rates — Stockmarkets — h change on 

» per$ — perf short-term - Apr 15th , Dec31st2002 — 

Apri5th yearago  Apri5th % p.a. one  inlocal - in $ 
PERENNEM week currenc terms 
China — — — — 8.28 —— 828 — 130 mo 1,706.7 —— +73 + 20.3 + 20.3, 
HongKong — — ; 780 2 7.80 — 323 44 6,632.1 — 20 ILLA c2 L5 
India —" — — 47.3 ^ 489 ^ .743  ' 5.19 1. 2,997.4 — 2956 112, -100 
Indonesia — — 8,843 | 9,430 — 13,891 — 1183 4373 t323 —0 0 + 30 t 43 
Malaysia — ^ — 3.80 &— 3.80 —— 5.97 oo 3.10 — 5. 631.2 — | s ee L3 238 
Philippines — 52.4 — 510 ^ 823 ^ 963 11165 —^ 408  * 96 +17 
Singapore — 178 — - 1.83 i e80 0608. 1,2918 z20 _ - 37  - 62 
South Korea 1,217 1,314 1,912 459 7 605.0 *3.0 - 36 - 641 

















EMF Brod uu NE 100 — 157 — ma IE ET Ht t17.— . na s 05 4j 
EMBI+} — — 100 —— 100 — 157 ma 2542 «13 0 1 


*Emerging Mkts Free. 1 J.P. Morgan Chase's Emerging Mkts Bond Index Plus. t In $ terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Datastream: Economist Intelligence Unit; Reuters; J.P. Mar- 
gan Chase; Hong Kong Monetary Authority: Centre for Monitoring Indian Economy; FIEL: EFG-Hermes; Bank Leumi Le-Israet; Standard Bank 
Group; Akbank; Deutsche Bank, 
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